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| Copyright abuses 


M 


In "his article Books too expensive? 


Then copy your own [7 Nov. '85]. Jamal 


Rasheed states that "according to Pakis- 
tani law, foreign books do not enjoy 
copyright protection because the Uni- 
versal Copyright Convention has not 
yet been ratified.” The reverse is in fact 
true. Foreign books are (or rather 
should be) protected since Pakistan ac- 
ceded to the Berne Convention in 1928 
and the Universal Copyright Conven- 
tion in 1952. 

. Thisis only one of many inaccuracies 
in Rasheed's article, but of greater con- 
cern is his failure to understand that pi- 
racy not only robs foreign authors and 
publishers of their legitimate rights, 


which obviously does not worry him. 











E bestscll cie. 


Cable in Pakistan ata 
-their British price, und 


but kills local publishing and stifles indi- 
genous authorship. 

Piracy in Pakistan is not confined to 
foreign textbooks: local textbooks too 
are pirated, but there are so few locally 
published textbooks he probably has 
not noticed. And why. are there so few 
textbooks written and published in 
Pakistan? 

Because without effective copyright 
protection, there is no incentive for 


Pakistani publishers to go to all the trou- 
ble, cost and risk of publishing a Pakis- 
tani author : $ work when they know àt 






‘chi ams. pirated e 


Rasheed also. fails to mention that 
some 600 British textbooks are avai 








For i 
stance, Grav's Anatomy, the example he 
gives of a high-priced foreign textbook, 
has 1,600 pages, hundreds of colour il- 
lustrations, and could. not be made 
| available ata lower price even if it was 
printed (to a reasonable quality) in 


ernment-sponsored s heme. 


Pakistan. lan Taylor 

: Coordinator 

London Catminaign Against Book Pracy 
Footnote to war 


In his excellent letter. [The lesson for 
today, 19 Sept. '85]. commenting on your 
COVER STORY, Japan's War: Versions 
of History, David Marr writes: "If 
Japan had limited its December attacks 
to Malaya and the Dutch East Indies, it 
isn't at all certain that the US Sui 
have declared war." 

Please permit me to offer a footnote 
to the history of that very point. 


While: still wearing my Marine 


Corps uniform on occupation duty with 
the Second: 


Marine Division at Sasebo, 





rican defence attorney for Field Mar- 










shal Shuhroku Hata. Hata was the 
highest-ranking — military defendant | 
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among y the 28 Ji janese leaders (inc 
ing Gen. Hideki OO, prime minister : 
the time of Pear Harbour) at the two- 
vear-long Tokyo ‘rial (1946-48) before 
the Internationg Militar y Tribunal, 
made up of the 11 victorious allied pow- 
ers. 

During the course of the trial, | took 
advantage of the occasion to ask Tojo 
how Japan decided to go to war with 
the US. At considerable length he 
explained that he and his military col- 
leagues decided that the US would not - 
go to war over Pearl Harbour, but. 
would instead revert to its isolationis 
policy and let Japan proceed with i 
Greater East Asia . Co-Prosperit 
Sphere. 

At the end, he. turned his j 
ward, rolled his ev | 
shrugged his shoulde 
sighed, as if to ask: “How w: 
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New York Aristides G 
insult to Indians 


As a Singaporean Indian it is with indig 

nation that I read 'Fair-minded's let 
[27 June '85]. The writer has paint 
grossly inaccurate and misleading in 
of my country's s race odd Hi 
substantiated e assert 


his To P say in P has been. € 
a against, pushed i 


p" - 


Bet race. | 
‘Fair-minded’ should search hi 
heart and mind and think about the ki 
of treatment he and his family receive 
the following areas of his life in Sing 
pore: he and his children’s entry 
schools and the university; his fami 
location of subsidised public hor 
his utilisation of community faciti 
the medical benefits and attention an 
social-welfare assistance he and | 
family receive; his application for T 
cences, permits and passes for various ` 
purposes; his contacts with governmen 
departments and with the law-entore 
ment agencies, and the benefits he re 
ceives from his trade union. 

i strongly contend that even “F 
iban cannot dispute the fact the 

ery aspect of his life in Sinwa: 
ine his family are invariably tre: 
fair. impartial and even-handed r 
regardless of race, language or re 
Where is the discrimination that h 
maliciously crying about? 

It is primarily because of the govern 
ments encouragement and ac 
promotion of multr-racialism that one 

can see a multitude of languages, c 

























ore “ey e pan tak 
he four races, and 





pachers of the 






languages regardless of their 
> are employed orf the same salary 


t remains, however, always an un- 
> right of theWparents to select 
children's second language at 
. "Fair-minded' is obviously pre- 
iced against paren Ms oeverywhere 
iage for 
| Gilden. as not their mother 
gue. 'Fair-minded' should not criti- 
people who are exercising their 
ht to freedom of choice simply be- 
use he is prejudiced against peo- 
whose choice may not be similar to 



























There are Chinese in Singapore who 
re studying Malay asa second language 
n school. T wonder how ‘Fair-minded’ 
vould interpret their choice of a second 
anguage within his pre rie percep- 
ion? Are they also "sell(ing) whatever 
irthrights they may have to promote 
emselves with the Malays”? 

- We have a good number of business- 
nen, millionaires, academics, pro- 
ionals, leading trade unionists and 
grassroots leaders, top civil servants and 
Other prominent figures s within the In- 
dian community in Singapore. We Sin- 
gaporean Indians have worked hard and 
helped achieve a great deal in the politi- 
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"cal 
of Singapore and we do so becatise it is | 
what. we want to do and believe Ic 


social and economic dev 


doing. 

For ‘Fair-minded’ to describe pur 
hard-earned achievements and what we 
are doing as spoils of nepotism is an in- 
sult to Singaporean Indians and the In- 
dian community in Singapore. 


Singapore Sundara 


Violation of liberties | 


| am distressed that the recent amend- | 


ment to the constitution whereby a Sin- 
gaporean may be deprived of his or her 
citizenship if that person has been away 


continuously from Singapore for 10 | 
'as passed by parliament after a | 


vears 
mere 20-minute debate, Outside parlia- 
ment there was no alternative view of- 
fered. 

Will the Singaporeans wanting to re- 
turn cause a sudden demographic im- 
balance? No, we learn from the par- 
liamentary RE Straits Times, 31 
Aug. '"WS) that there are merely 800 or 
less of such cases a year — 800! And this 
in a country that has accommodated 
more than 100,000 foreign workers for 
the purpose of helping to produce our 
economic wealth, without putting a strain 


on our social resources. What can 
these 800 possibly do that can hurt 
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APPOINTHENTS 


nents international c organi izations and : eresas 


ly for the business and financial management of the Insti- 
tute. Applicants should be: university graduates with a 
propriate professional accounting aval ore and, ex- 


The Apo will be ona three- Par contract basis and | 





l zen in qu ion: 
other crime, then try h 
BE 
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! “in a court 
law, 


The law minister assures parliament 


that this is meant to bean" empow 
ing. a mati 


have e 





one e pers rson. 


Singapore ‘Pertu rbed i Singeporead 





A word to the V 


| read with interest: the- article 
Donald Wise [21 Nov. ^85] on the con- 
| trast between British and American at- 


| titudes to counter-insurgency and the 


| conflict in Vietnam, and on the funda- | 


| 

| 

| 

| 

| mental similarities between Vietnam 
| and the Malayan Emergency. Only to- 
| wards the end did I realise that it was i 

| tended as a review of the second volun 

| of my book, An International History of 
| the Vietnam War. 1 have every respect 
| for the PREVE En of sir. 

| Thompson. 

I can only say that the main jubjed 
of my book was somewhat different, as 
| its title will indicate. 
| London 
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Ralph Smith 


ASIAN INSTITUTE OF TECHNOLOGY 
Bangkok, Thailand - E 


BURS. 





Applications are invited for the posit tion of the Senior Fi- | 
nance and Administrative Officer of the Institute. Thepo-.. | 
sition is saci to become vacant in mm 1986 ne 


ointee will be responsible to the President, main- 










Applications (two copies) should include full Il personal partie, | 
culars, details of ol Veo tolptson and ord the names | 
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atuk Seri Mahathir Mohamad became Malaysia's prime 
minister in 1981 and was returned with a massive 
majority in 1982, promising a new, clean and dynamic ap- 
| proach to government. After three years his country is 
beset with political and economic problems and he must 
consider carefully whether to call a general election early or 


P. || risk hanging on until the end of his term. Where have so 






. Page 10. 

Chinese State Councillor Ji Pengfei 

completes his visit to Hongkong, giv- 
qualified reassurances on the ter- 

| ___.fy’s future. 


Page 12 

. The US Congress launches an investi- 
gation into alleged property and other 
investments in the US by the Mar- 
coses and their close associates. 


Pace 14 
Satur Ocampo, a leading figure in the 
Philippines! communist movement, 
gives his first interview since his 
dramatic escape from detention last 
t May. 


Page 18 


- Relations between Jakarta and Can- 
- berra receive a boost following a five- 
day visit to Australia by Indonesia's 





he elections to the Assam state 

egislature and some parliamentary 

4A5eats mark a setback for the ruling 
Congress party in India. 


Page 28 
China's leadership moves to reassure 
| the country that this year's decline in 
= grain production can be rectified, but 
sor are not So optimistic. 
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| many things gone wrong and why? Malaysia correspon- 
dent Suhaini Aznam looks at the elements threatening seri- 
ous electoral damage — though not defeat — for the Na- 
tional Front coalition, and at Mahathir’s omnipresent style, 
. while Kuala Lumpur bureau chief James Clad examines the troubled economy. 
Cover illustration by Morgan Chua. 


Page 29 

Indian Prime Minister Rajiv Gandhi 
and Pakistani President Zia-ul Haq in- 
crease the pace of normalisation of 
bilateral ties by agreeing not to attack 
each other's nuclear facilities. 


Page 32 

Old Soviet-made mines — probably 
dating back to the 1950s — are bring- 
ing fresh terror to the Thai-Cambo- 
dian border area. 


Page 42 

Trading through Thailand fills the void 
created by the international tin-mar- 
ket crisis and could herald Bangkok's 
establishment as an important centre 
for the commodity. 


Page 44 

A major rollback in protection for Aus- 
tralia's textiles, clothing and footwear 
industries is on the cards following an 
iconoclastic report from a key govern- 
ment body. 


Page 45 

Talks between US and South Korean 
officials on services-trade liberalisa- 
tion produce little concrete accord 
but the two sides move closer to- 
gether on insurance. 


Pages 46-48 

Australian manufacturer Pacific Dun- 
lop has forged ahead with a carefully 
planned attack on overseas markets. 


Pages 50 

China's largest trading corporation, 
Sinochem, tries to come to grips with 
officially mandated fragmentation. 


Pages 54-56 
Foreign brokers are given seats on the 
Tokyo Stock Exchange, marking a 
new era of competition, while in New 
Zealand the stockmarket's robust 
mini-boom shows no sign of flag- 
ging. i 
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Hongkong: Advise before consent 
Defence: New planes from old 


Philippines: A piece of American pie 


President ready to sail 


Vol. 131 No. 


— 





Interview/Satur Ocampo; Back with the 


people 


Foreign relations: Cooler heads down 


under 
Cover story: A rough ride ahead 


Love him or not, you can never lose sight 


of him 


Godfather party runs short of Islamic 


plums 


The economy, a series of relentless 


reverses 

India: An upset in Assam 

China: Reaping only what is sown 
Diplomacy: Smiles and salaams 
Cambodia: Back to the future 


ARTS & SOCIETY 


Cinema: Young directors breathe life into 


Japanese films 


The ‘emperor’ gets a medal, but no 


money 





BUSINESS AFFAIRS 
Commodities: Thailand s tin tack 


Industry: Will they sink or swim in 
Australia? 


One down, more to come in Washington — 
Economic relations: Closed door, open 


question in Seoul 


Company profile: Up from the Antipodes —— 


Sheathed in profits 
The power of an idea 


Companies: Trading on a reputation in 


China 


Agriculture: Anything for a banana in South 


Korea 


Markets: Incompatible foreign bodies 
Those energetic bulls in Wellington 


The India handicap 


Balance-sheet bail-out in Hongkong 











Resources: Wells of uncertainty in New 


Zealand 





REGULAR FEATURES 
Letters 

Briefing 

intelligence 

The Week 

Traveller's Tales 

The 5th Column 

Books 


Economic Monitor: New Zealand ————---_-__ 


Shroff 

Company Results 
Exchange Rates 
Stockmarkets 

Prices and Trends 
Backpage Letter: Vientiane 


_— ———— 


D — ——— 














37 














E [IA 


| REGIONAL 


4 
qy 



















| E >= 
| US takes new stance 
| on Afghan talks 


èi 


| settlement in Afghanistfin and 
. also to deflect criticism#by In- 
dian Prime Minister Rajiv 
_ Gandhi and UN special envoy 
Diego Cordovez that Washing- 
ton's past non-committal posi- 
. tion on the issue has delayed a 
settlement, the US has publicly 
announced its readiness to sup- 
port the UN peace process. 
In a letter delivered to Cor- 
. dovez on 10 December, Wash- 
ington expressed its willingness 
to play a guarantor’s role in Af- 
. ghanistan. It further agreed to 
accept the draft guarantee in- 
. Strument drawn up via UN- 
sponsored proximity talks in- 
| volving Afghanistan and Pakis- 
| tan “provided that the central 
| issue of Soviet troop with- 
| drawal and its inter-relation- 
| ship to the other instruments 
| were resolved.” 
| . US Deputy Secretary of 
.| State John Whitehead revealed 
| the new US position, but 
| warned that if the Soviets balk 
| at withdrawing troops “Af- 
| ghanistan will remain a thorn in 
| the Soviet's side." He also said 
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| Soviets a political price. They 
| must pay for the death and de- 
| struction they are wreaking 
| daily in Afghanistan.” 

E — Nayan Chanda 
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| Japanese Prime Minister 
| Yasuhiro Nakasone suffered a 
| major political setback when 
| the ruling Liberal Democratic 
| Party (LDP) gave up plans to 
| introduce legislation to the par- 
.| liament reforming the lower- 
|. | house's constituency system. 
| The present system, which in- 
| volves disparities of more than 
| one to five between the value 
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| In à bid to test NN sin- 
| cerity in seeking a negotiated 


| that one “must exact from the 


| of votes in rural and urban. 
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areas, has been declared un- 
‘constitutional by the Supreme 


-| Court. 


The government's plan call- 


,ed for the elimination of one 


seat in each of the six least- 
populated rural constituencies 
and the creation of new seats in 
six urban constituencies. It was 
rejected by the opposition on 
the ground that the creation of 
rural constituencies with only 
two seats would give an unfair 
advantage to the LDP. 

— Charles Smith 


Seoul is set to free 

student dissidents 

The South Korean Govern- 
ment is set to release 112 of the 
193 university students jailed in 
connection with their seizure of 
the ruling Democratic Justice 
Party's central political-train- 
ing institute on 18 November, 
prosecution sources said. The 
rest are to face a protracted 
trial on such charges as unau- 
thorised entry, assaulting secu- 
rity officers and arson. 

The decision to free some of 
the students was based on a 
"ai vite finding that they 

ad “merely participated 
under instigation from their 
seniors" and “deserved ex- 
tenuating consideration," the 

prosecution sources said. 
— Shim Jae Hoon 


Indonesian dissident 
collapses at trial 

The stormy subversion trial of 
Moslem preacher A.M. Fatwa 


.had to be temporarily halted 


just days before the verdict was 
to be handed down when the 
defendent collapsed, exhaust- 
ed, in a Jakarta courtroom 
while reading his own defence 
summary. Fatwa had padded 
out his summary to nearly 
1,200 pages, apparently hoping 
to force his release from a hold- 
ing prison where he has been 
held in pre-conviction deten- 
tion. If he had been able to 
drag out the proceedings 
beyond 24 December, the 
statutory limit for his pre-con- 
viction detention, the court 
may have been forced to free 
him. 

The release of a suspect at 
the expiry of the prescribed 
pre-conviction detention 
period is without precedent, 
defence lawyers said. Such a 
precedent could prove useful in 
other political trials, includ- 
ing that of former Asean secre- 
tary-general H. R. Dharsono, 
whose pre-verdict detention 
limit expireson 9 January. 

— Lincoln Kaye 








Thai central bank 
issues 1986 forecast 
Just a week after a gloomy eco- 
nomic forecast by Thailand 
Development Research Insti- 
tute (TDRI) (REVIEW, 26 Dec. 
'N5). the Bank of Thailand 
(BoT, the central bank) has 
come up with a higher forecast 
for 1986 gross domestic pro- 
duct growth: 4.296, or one 
point higher than TDRI’s fig- 
ure. This would be a decline 
both from 1985's 4.4% gain 
and the 6% achieved in 1984. 
Stressing the need for caution 
and continued austerity, BoT 
governor Kamchorn Sathirakul 
said general conditions are 
likely to improve in the new 
year and, in the worst-case 
scenerio, would not be worse 
than in 1985. Inflation is pro- 
Jected to rise from 2.496 to 
3.5% over the same period. 

— Paisal Sricharatchanya 


Indian court approves 
non-resident purchase 
India’s Supreme Court has 
overturned a Bombay court 
ruling and decided that the cen- 
tral bank was within its rights in 
approving the purchase of 
shares in Escorts Ltd by Swraj 
Paul, an Indian-born business- 
man living in London. The 
lower court had ruled in 
November 1984 that the pur- 
chase violated the country’s 
foreign-exchange laws and was 
thus invalid (REVIEW, 6 Dec. 
'84). Paul's. Caparo Group 
bought the shares under a 1982 
government programme which 
allowed overseas Indians 
(commonly known as Non-Re- 
sident Indians) to invest in In- 
dian companies. 

— A Correspondent 


Papua New Guinea to 
privatise its airline 

The new Papua New Guinea 
Government of Prime Minister 
Paias Wingti has decided to sell 
off the state airline, Air Niugini 
(AN), to local private interests 
and call in a foreign airline to 
manage it under a long-term 
contract. AN is to concentrate 
on providing an efficient 
domestic service, and end its 
runs to Australia and the 
Philippines if necessary. The 
government is also considering 
an "open skies" policy, 
Wingti's office has confirmed. 
Port Moresby would then be- 
come a stepping-stone for cut- 


price travel, between Australia |: 
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and Asia in particular. AN re- 
cently reported a small profit - 
after several. years of heavy | 
losses. | — Hamish McDonald 
Ok Tedi gold-bid 

winners announced 
Papua New Guinea’s Ok Tedi 
mine has announced the results 
of bidding for its 1986 gold out- 
put, estimated at more than 
700,000 oz (up from. some 
500,000 in 1985). The mine is 
also forecast to produce more 
than 250,000 oz of silver in 
1986. Chosen from 28 bidders 
were New York-based J. Aron 
(to get 25%); Rothschild Aus- 
tralia (25%), and the remain- 
der going to West Germany’s : 
Degussa, a partner in the mine. 
(Others include the Papua New 
Guinea Government, Austra- 
lias Broken Hill Propriete- 
Co. and Standard Oil of ` 
diana.) — A Correspond. . . 


Nepal said to receive 

few oil-search bids 

The response to  Nepal's 
worldwide tender for oil-explo- 
ration contracts has been less 
than enthusiastic, according to 
sources in Kathmandu. Al- © 
though the Department of 
Mines and Geology has yet to 
give the results of the tender, 
which closed on 16 October, 
sources told the REVIEW that 
only three of the 16 firms (one 
each from Britain, France and 
the US) which purchased data 
packages made a bid. Nepal 
hopes to announce its decision 
in the first few weeks of 1986. 
The exploration area covers 10 


-blocks of 5,000 km? each in the 


southern part of the country. - 

— Kedar Man Singh 
South Korean steel 
firm in US venture 
South Korea’s Pohang Iron 
and Steel Co. (Posed) has an- 
nounced an agreement with US 
Steel Corp. to form a 50:50 
joint venture in the US in 1986. 
Under the agreement, the ven- 
ture will take over US Steel's 
cold-rolled steel production 
and sales facilities for US$180 
million. To modernise facilities 
and increase production capa- 
city, the new aes will in- 
vest roughly US$400 million. 
is hoped that by 1988, annua 
capacity will rise from the pre 
sent 920,000 tonnes to 1.2 mil-* | 
lion tonnes. Posco's planned 
investment, the largest over- 
seas yet made by a South Ko- 
rean firm, comes at a time of 
rising concern about the firm's 
future exports to thesUS. 
"dide gi a Mia — Paul Ensor — 
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KUNMING HOTLINE 
In a bid to assure Thailand of its firm 
J. commitment to Thai security, China 
recently established a radio-telephone 
link between its Kunming Military 
Region headquarters and the Thai 
Supreme Command in Bangkok. 
Under the arrangement the Thais can 
- report Vietnamese shellings or 

attacks on their border and expect 
. that within six hours the Chinese army 

stationed along Vietnam's northern 
- border will repay the Vietnamese in 
kind. 


NOT BENT ON INTENT 


The semi-government Chinese Roads 
. and Bridge Construction Corp. has 
demanded that Nepal pay it US$2 
million in compensation for backing 
-ıt of a tentative agreement to allow 
e Chinese firm to build a US$1 
villion, 130.5-mile-long stretch of 
national highway between Kohalpur 
and Banwasa. Nepal cancelled the 
agreement after issuing a letter of 
_ intent accepting the company’s bid on 
the project, a move which cost Harish 
. Chandra Mahat his post of minister 
for works and transport a few months 
ago. Nepal has since concluded a 
bilateral agreement with India for the 
project. . 


BURMA’S BURDEN 


Despite a traditionally cautious 
foreign-borrowing policy, Burma’s 
credit-worthiness has been seriously 
eroded in recent years in the face of 
declining export earnings against 
larger debt accumulation. According 
to a Western banker who recently 
visited Rangoon, the country’s debt 
service ratio has climbed steeply and 
yw stands at 59%. Total foreign debt 





BANGLADESH 

Anti-government students burned a gov- 
ernment minister’s car and forced him to 
seek sanctuary in a hospital office when he 
went to visit a sick relative, police said (79 
Dec.). 


CAMBODIA 
A splinter group of the Khmer People's 
ational Liberation Front (KPNLF) said 
hat a "salvation committee" deposed the 
ruling executive committee on 17 December, 
but kept Son Sann as president (79 Dec.). 
The KPNLF executive committee said it 
remained in control of the guerilla group, 
denying the splinter group's claim (22 
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almost doubled in the past five years 
to an estimated US$2.8 billion. The 
net debt burden has mushroomed to 
650% of foreign-exchange earnings 
— among the highest in the 
developing world. The deteriorating 
situation has prompted speculation in 
some foreign quarters that the 


country may be forced to reschedule 


debt repayment soon. 


DOUBLE THE TROUBLE 


EET S 


RE POS 


FPC, JAPAN-KYODO 


Japan’s Finance Ministry has decided 


to double the number of licensed 
foreign securities companies 


operating in Japan to 40 by approving 


20 applications filed by representative 
offices for branch status in 1986. In 
mid-December six new branch 
licences were issued, bringing the 


current total to 20. Although the 


decision to approve so many new 
applications at once represents a 
significant financial-market 
liberalisation step, it also is intended 
to tighten the foreigners’ operating 
environment by forcing them to 
compete more among themselves. 


PORTS IN A STORM 
International bidders for some ke 
contracts in a World Bank-funded 
project to develop five Indonesian 
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Peking university against the army's pre- 
sence on campus, lax security and bad food, 
a campus official said (79 Dec.). About 300 
minority students staged a demonstration at 
Tiannamen Square to protest against nuclear 
testing at Lop Nor in Xinjiang Autonomous 
Region, the first anti-nuclear demonstration 
in China (22 Dec.). 


HONGKONG 

President of the Democratic Kampuchea 
coalition Prince Norodom Sihanouk arrived 
(22 Dec.). 


INDIA | 

The Congress party conceded defeat in 
Assam state elections to the new Assam Peo- 
ple's Council (7/5 Dec.). Police detained 
about 20,000 people in New Delhi and fired 
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ports were surplised to learn that two d 
key contracts h&l been withdrawn — | 
from competitiv§ bidding. The jJ 
supervisory contact forthe Perumpel | 
II project will bf given to Bremen | 
Port Corp. and'the Netherlands 

Maritime Institute (NMI), while the 
training contraét will go to a local | 
consultancy, P. T. Parapat. The bank | 
had reservations about the neophyte _ 
firms favoured by Jakarta for the E. 
supervisory function andit backed the | 
two foreign consultancies which had 
prepared the preliminary studies for | 
the project. But to get Bremen Port | 
and NMI designated, the bank had to  — 
bow to Indonesian wishes on the — | 
training contract. E 


OLD AND NEW 3 
After atough debate, the Vietnamese | 
leadership apparently has decided 
against setting up a “wise-man’s C 
council" composed of elderly " 
politburo members, thus clearing the | 
way for new blood to come into the — | 
leadership. Instead, Hanoi officials | 
told recent visitors, some vounger 
members of the central committee 
will be promoted to the politburo at | 
the forthcoming sixth party congress, |. 
but a number of veterans will stay on |. 
to ensure continuity. 3 
| 


OFF-SHORE EXPLORE 
Belgium's largest oil company, | 
Petrofina, has recently signed a k: 
joint-venture agreement with Hanoi | 
for oil exploration off the Vietnamese | 
coast near Da Nang and Hue. The © 
Soviets are exploring for oil off 

Vietnam's coast further south. US 
Embassy sources in Brussels said the |. 
US was unlikely to have any ie 
objections to the project. 


a 
1 


on parliament in protest against a peace | 
agreement in Punjab (79 Dec. ). | 


NEPAL p 
The government suspended the operation — 
of 99 newspapers which a Communications 
Ministry official said was ordered because of | 
their irregular publications (20 Dec. ). , 


SOUTH KOREA . 

An opposition member of parliament was 
arrested and charged with adultery, a crimi- | 
nal offence which carries a jail term of upto | 


i 


two years, police said (20 Dec. ). m 


SRI LANKA Y. 
A leader of the Liberation Tigersof Tamil | 
Eelam was killed and 210 people arrested in. | 
separate security operations in Sri Lanka, a | 
Defence Ministry spokesman said (22Dec.). | 
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Ji cgnfirms that Peking must be consulted on political reforms 





By Emily Lau in Hongkon 


J Pengfei, a Chinese fate councillor 
and director of Peking's Hongkong 
and Macau Affairs Office, said in Hong- 
kong that the government here can only 
make small changes in how the territory 
is run during the transition period to 
1997. when Peking reasserts sovereign- 
ty over the British colony. He said that 
all proposed big changes — including 
reforms in the political system — must 
be discussed by China and Britain, and 
that the territory's future political sys- 
tem involved China and its relations to 
Britain, not just Hongkong people. 
Under a Sino-British joint declara- 
tion signed a year ago, Britain is to re- 
turn Hongkong to China on 1 July 1997. 
Hongkong would then become a special 
administrative region (SAR) of China 


with a high degree of autonomy, ad- 


ministered by local people. The SAR, 
which would be allowed to retain its 
capitalistic lifestyle for 50 years after 
1997, is to be governed by a Basic Law, 
or mini-constitution, which is expected 
to be promulgated by China in 1990. 

Addressing a news conference on 21 
December at the end of his 12-day visit, 
Ji stated categorically that since the 
Basic Law was to be enacted by the 
Chinese National People's Congress 
(NPC), the power to interpret and 
amend the law should rest with the NPC 
and its standing committee. Ji is the 
highest ranking Chinese leader to visit 
Hongkong since 1949, when the com- 
munists took over in Peking. 

Some in Hongkong have urged Pe- 
king to allow an SAR final court of ap- 
peal for interpreting and amending the 
Basic Law as a way to insure the high de- 
gree of autonomy promised in the Sino- 
British agreement. This would also in- 
sure that the Basic Law would not be in- 
terpreted or amended arbitrarily by 
people unfamiliar with the local scene. 
But Jis uncompromising statement on 
these issues has removed any lingering 
hope that Hongkong will retain these 
powers after 1997. On the SAR's power 
to interpret the Basic Law while imple- 
menting it, Ji said that would be studied 
during the drafting of the Basic Law. 

. More than 80 local and foreign jour- 
nalists attended the press conference. 
They were required to submit questions 
to be asked four days in advance — no 
questions were allowed from the floor. 
More than 200 questions were submit- 
ted, but Ji only spent about 15 minutes 
reading out prepared answers in five 
areas: the situation since the signing of 
the joint declaration; the Basic Law; 
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Hongkong's political system; the terri- 
tory's degree of autonomy, and free- 
dom of speech and the press. Ji's words, 
in Mandarin with simultaneous transla- 
tion into the local Cantonese dialect, 
were broadcast live on radio and TV. 
Jis visit to Hongkong was at the invi- 
tation of Hongkong Governor Sir Ed- 
ward Youde and the five vice-chairmen 
of the Basic Law Drafting Committee 
(BLDC), a 59-member body appointed 
by Peking to draft the Basic Law. Of the 
59, 23 are from Hongkong. Besides 
showing the flag, Ji's visit also opened 
the way for future formal contacts be- 
tween Chinese and Hongkong officials 
here. Later in December, the secretary- 
general of Peking’s Hongkong and 
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Youde and Ji: important political issues. 


| Macau Affairs Office, Lu Ping, will lead 


another delegation here. 


he Chinese leader's visit came in the 

wake of strained relations between 
London and Peking following Chinese 
accusations that Britain had deviated 
from the joint declaration in instituting 
political reforms here. Ji's chief task was 
to repair the damage done without giv- 
ing anything away. The allegations were 
made at a news conference on 21 
November by Xu Jiatun, director of the 
Hongkong branch of Xinhua news- 
agency. Xu is Peking's chief representa- 
tive here and a BLDC vice-chairman. 

Xu's remarks were seen as a warning 
to Britain and Hongkong that any pro- 
posed political changes during the tran- 
sition period must first be discussed with 
Peking. The British capitulated on this 
point at a second round of meetings of 
the Sino-British joint liaison group 


Advise before consent 


(JLG), a diplomatic body set up to liaise 
and consult on the implementation of 
the joint declaration. 

The Xu bombshell shook Hong- 
kong. Ji was told obliquely by the Hong- 
kong Government and more directly by 
the business community that Xu's com- 
ments were unhelpful in the Sino-Bri- 
tish objective of maintaining Hong- 
kong's prosperity and stability. They 
also expressed their hopes that Xu 
would refrain from making such state- 
ments in future. In an obvious attempt 
to avoid further controversy, Ji said the 
implementation of the joint declaratio- 
was "generally good." 

Reservations over Xu's remarks 
were also conveyed to Ji by at least one 
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BLDC vice-chairman, who warned th: 
millions of dollars could be shipped out 
of Hongkong via a simple telex by any- 
one worried about Hongkong's political 
stability at any given time. 

During a meeting with trade 
unionists, students and academics, Ji 
reiterated that the SAR political system 
would be decided by the Basic Law and 
that it might not be modelled on the pre- 
sent institutions of the territory's Exe- 
cutive Council (Exco), the colony’s 
highest policymaking body, and tha 
Legislative Council (Legco), its law- 
making advisory body. 

Ji said the political system was the ` 
most important part of the Basic Law 
and should receive early attention. He 
said an initial draft of the mini-constitu- 
tion might be released in 1987, the year 
when the Hongkong Government is to 
review the political system. This is gen- 
erally seen as an attempt to influence 
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view ahd avoid being pre-empted. 

Refesring to Jis comment that any 
big changes must be discussed by China 
and Britain; a representative of the 
Hongkong Federation of Students dis- 
agreed that it was a diplomatic affair be- 
tween London and Peking, and said that 
it would be unfair to-exclude Hong- 
kong’s peopl from working out how 
political reforms made during the tran- 
sition period could be dovetailed with 
the Basic Law. 

Ji repeatedly said Hongkong should 
not look to the Chinese mainland or 
abroad for a political model, but must 


develop its own system. He said China | 


did not have any concrete design, blue- 
print or preconception on the SAR poli- 
tical system and was willing to listen to 
Hongkong people’s views. 

But the REVIEW has learned that a 
blueprint for Hongkong’s future admin- 
istration floated in the December issue 
of the pro-Peking, Chinese-language 
monthly magazine The Mirror (REVIEW, 
26 Dec. '85) accurately reflects Chinese 
*hinking at this juncture. It was also 
earned that the Chinese may be pre- 
pared to allow 60% of Legco's members 
to be directly elected — a democratic re- 
form the British would like to see im- 
plemented by 1997 — so long as power 
is concentrated in the hands of the SAR 
chief executive, who would be advised 
by a 100-person executive advisory 
council consisting mainly of local 
capitalists. 


part from repairing the damage done 

by Xu, Ji's visit was seen as an at- 
tempt to confer recognition on the 180- 
member Basic Law Consultative Com- 
mittee (BLCC), formed to collect pub- 
lic opinion on the Basic Law in Hong- 
kong. On 18 December, Ji officiated at 
the BLCC's inaugural meeting. 

The desire to have the BLCC, its 
executive committee and its work sche- 
dule ready for the inaugural meeting led 
to contraventions of the BLCC constitu- 
tion, drafted and approved by the 

LDC. The hastily convened first 
»LCC executive committee meeting 
and the bypassing of the body's election 
procedure for seven office bearers 
sparked off a row over the alleged abuse 
of Hongkong's rule of law. As a result, 
the proceedings at that meeting were 
declared null and void, fresh elections 
were held and the same seven people 
were elected. 

In an open letter to Ji the Hongkong 
Observers, a local pressure group, 

said that since the five BLDC vice- 
chairmen were behind the BLCC deba- 
2 cle, they have badly discredited them- 
selves and tarnished the image of the 
BLCC before it had a chance to begin 
work. “The action of the vice-chairmen 
have caused a lot of people in Hong- 
kong to suspect that Peking has already 
made up its mind on the details of the fu- 
ture Hongkong system. If that is the 
case, then the setting up of the drafting 
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committee and consultative committee 
would only be part of a charade, with lit- 
tle impact on the ultimate contents of 
the Basic Law;" the Observers said. 

In view of this, it called on Ji to sal- 
vage the honour of the Chinese Govern- 
nient by disowning the deeds of the 
BLDC vice-chairmen. “If not, we fear 
that many people in Hongkong will in- 
terpret your silence as tacit support by 
the Chinese Government for the uncon- 
stitutional behaviour of the drafting 
committee leadership in Hongkong and 
of the Chinese Government's represen- 
tatives here," the letter said. 

Not surprisingly, the Observers' re- 
quest was ignored by Ji and the BLDC 
vice-chairmen. Speaking at the BLCC 
inaugural meeting, BLCC chairman 
Ann Tse-kai, who is also a BLDC vice- 
chairman, a prominent Hongkong in- 
dustrialist and a former member of 
Exco and Legco, did not refer to the 
breach of the body's constitution. 

The inaugural meeting was itself 
another contravention of the BLCC con- 
stitution, which requires 14 days’ notice 
for a general meeting. The BLDC's 
vice-chairmen, who were in charge of 
organising the meeting, were all aware 
of this but decided to ignore it because 
they wanted to fit the meeting into the 
busy schedules of two BLDC vice-chair- 
men, Pao and chief manager of the 
Bank of East Asia, David Li, who could 
not be in Hongkong after 18 December. 

Some BLCC members were upset 
with the second breach of the constitu- 
tion in less than two weeks. One shook 
his head wearily and said: “Forget it. 
Let it be. It is not that important after 
all.” Some BLCC members said they 
would rather reserve their energy for a 
bigger battle looming on the horizon. 

During the inaugural meeting, the 
BLCC was presented with a series of de- 
cisions by the executive committee. 
Members were told that three working 
groups chaired by three BLCC vice- 
chairmen had been formed, and mem- 
bers were asked to sign up for those they 
wanted to join. The body’s finance 
group is chaired by a member of the 
standing committee of the Chinese Peo- 
ple’s Political Consultative Conference, 
Wong Kwan-cheng. A group on work 
procedure is chaired by High Court 
judge T. L. Yang and a group on sub- 
committee organisations is chaired by 
Hongkong University vice-chancellor 
Rayson Huang. 

But on the afternoon of the inau- 
gural meeting, when some BLCC mem- 
bers wanted to register to join the 
groups, they were told all the vacancies 


had been filled. This led to more dis- 


quiet among BLCC members, but so far 
none have dared to speak out publicly. 
BLCC executive committee member 
Denis Chang said there had been a mis- 
understanding and only executive com- 
mittee members could join the groups. He 
said he had asked BLCC secretary Mao 
Junnian to issue a clarification. O 








By Nayan Chan§a in Washington 


pae protracted negotiations and 
a recent unpublicised visit to Wash- 
ington by a senior Chinese official, the 
two countries are close to signing a half 
a billion dollar deal for advanced av- 
ionics for the Chinese air force. 
Well-placed administration sources 
told the REVIEW that during à visit to 
Washington in late November a senior 
Chinese military delegation led by Xie 
Guang, the deputy director of China's 
leading defence procurement and re- 
search agency — the Science, Industry j 
and Technology Commission for Na- |— 
tional Defence — “over 90% of the 
deal" under which the US would moder- 
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Weinberger: package promise. 


nise Chinese-built F-8 interceptors was 
completed. China is expected to sign the 
letter of acceptance in January follow- 
ing which the US Defence Department 
will notify congress. 

Asked about the status of avionics | 
sale to China, James Kelly, deputy as- | 
sistant secretary of defence said that dis- 
cussion with the Chinese on this matter 
had been going “very well" and con- 129 
gress could be notified about the sale in 
February. He said that the Chinese 
would get off-the-shelf electronic equip- 
ment that would be integrated and put 
together by US defence contractors 
under US Air Force supervision. $ 

Other administration sources told the 
REVIEW that under the agreement 50 
Chinese F-8 aircrafts would be equip- 
ped with integrated navigational and 
fire control system that would give the 
aircraft all-weather capability. McDon- 
nel Douglas, Boeing, Grummen, 
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| panies would be p: 
| for the avionics pac 
| mated US$500 million\Kelly refused to 
| confirm the amount buaid that it was 
| "something like that." 
| During Chinese 
| Zhang Aiping’s trip 
| 1984, US Defence Wecretary Caspar 
| Weinberger promised rovide the av- 
| ionics package for upg¥ading the F-8. 
| Since then US Air Forc teams have vi- 
| sited China to examineffhe aircraft — a 
| one seater, twin-engine aircraft model- 
| led on the Soviet MiG21. 
| Several Chinese teams have visited 
| US defence industry establishments. 
| The most recent visit by Chinese air 
| force technical team took. place. in 
| November — and was immediately fol- 
| lowed by the high-level delegation led 
| by Xie. Zhang Pin, an official of the pur- 
| chasing commission and son of Zhang 
| Aiping, who had first visited American 
| defence establishments in February 
| 1984, accompanied Xie and other senior 
| officials. =: . 
» A Pentagon officials refused to provide 
| details about the avionics package being 
| offered to the Chinese or indicate the 
| level of sophistication it would achieve. 
| Earlier, official sources had indicated 
| that avionics would be of the same level 
| as that installed in the US top-of-the- 
| line F-5. But now Pentagon officials say 
| that comparison of the F-8 after the up- 
| grade with any US aircraft would be 
. “grossly misleading." However, it is be- 
_ lieved that heads-up display and inte- 
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the US in June 




















































| grated navigational and fire-control in- 
struments would considerably enhance 
| the capability of the F-8. 
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Q ne of the reasons for the secrecy sur- 
X ww» rounding the deal is the administra- 
| tion's concern about how it will be vie- 
| wed by congress, especially the Taiwan 
| lobby. According to sources, though the 
| avionics deal has been almost ready for 
| some time the administration wanted to 
| begin military trading with Peking in 
| small steps. Thus the first sale to China 
| announced in September was a US$98 
| million ammunition plant capable of 
| producing artillery shells and other am- 
| muntion. As essentially bolstering 
| China's defence capability the sale did 
| not provoke any opposition. But the ad- 
| ministration officials fear that the deal 
| could face opposition in congress. 

| Martin Lasater of the conservative 
Heritage Foundation said, “we plan to 
| make a stink about it." He said that by 
| agreeing to give avionics to the Chinese 
| the Pentagon has “crossed the line." 
| The sale, he said, ignores the security 
= interests of Taiwan and the Asean coun- 
tries and thus affects US. security in- 
terest as well. Some congressional 
|. sources also expressed concern that the 
| USisgoing incrementally into a military 
| relationship with China without public 
| debate or a congressional hearing in re- 
| cent times on the subject. ü 
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Congress investigates Marcos' alleged US holdings 


By Nayan Chanda in Washington 


pcr doubts that a presidential 
eléction will be held in the Philip- 
pines in February as scheduled, the US 
Government and congress have stepped 
up pressure on Philippine President 
Ferdinand Marcos to ensure a free and 
fair poll. US officials, who are keen to 
see a peaceful transfer of power in Man- 
ila, appear to believe that opposition 
candidates will win if massive vote rig- 
ging can be avoided. 

While senior officials in President 
Reagan's administration have express- 
ed concern about free elections in the 
Philippines, and senators and con- 
gressmen have written to Marcos call- 
ing for a free and credible poll, a con- 
gressional subcommittee has begun 
an investigation into media reports 
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Marcos; Solarz: of investments and aid. 


of multi-million-dollar private prop- 
erty holdings in the US by the Marcos 
family. 

The investigation by the House of 
Representatives subcommittee -on 
Asian and Pacific affairs, chaired by one 
of Marcos’ staunchest American critics, 
Stephen Solarz, would certainly be a re- 
minder to Marcos of the difficulties he 
might face by totally antagonising 
Washington. Solarz told the REVIEW 
that if the Marcoses were shown to have 
massive investment in the US, the re- 
turn of that capital to the Philippines 
may be a condition for future American 
aid to Manila. 

The congressional investigation was 
prompted by stories in the American 
media that the Marcoses have large real 
estate and other holdings in the US. A 
long series -of articles in a California 
newspaper, the San Jose Mercury- 
News, in June and another investigative 
report in New York City’s Village Voice 
detailed a considerable amount of real 
estate and other investments the Mar- 





cos family and Marcos cronies have in 
California and New York. 

The purpose of the investigation, 
Solarz explained in an interview, is “to 
determine whether there is any truth in 
these reports and to ascertain whether 
these properties were obtained through 
recycled foreign aid that the US had 
given to help poor people in the Philip- 
pines.” 

Solarz said if Marcos’ ownership of 
the properties was established “the US 
would have to consider whether it is jus- 
tified in giving aid to the Philippines 
while more than the aid money is being 
taken out of the country by its presi- 
dent. Some may demand that new US 
aid should be given on condition th-* 
the money that has come out of tl 
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Philippines for investment is returned to 
the Philippines.” 

He added that the response the com- 
mittee has got so far from its investig; 
tion shows “there is a good deal c. 
truth” in the newspaper reports. As far 
as the Lindenmere estate on Long Is- 
land, New York, is concerned, the con- 
gressman said it “is undisputedly owned 
by Mrs Marcos. But that is only worth 
US$5 million.” 

One congressional staffer involved 
in the investigation estimated that Mar- 
cos-owned real estate in New York 
alone could exceed US$150 million. 
“The question is,” Solarz said, “with the 
only known source of Marcos incom 
being his US$5,700 a year salary, how 
could he have obtained these proper- 
ties? Either he has very good invest- 
ment advisers or the funds were ob- 
tained by illicit means.” 

Marcos and US firms operating in 
the Philippines might get even more 
nervous were the congressional investi- 
gation to spread to other epossible 
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so of Marcos family assets in the 
US — fof txample, whether there have 
been any improper payments by US 
companies winning major contracts in 
the Philippines, or any kickbacks on 
bank loans. Given the problems that 
Solarz is having with the property inves- 
tigation, the likelihood of being able to 
trace such payoffs may be remote. 

In another move, a US federal grand 
jury has been investigating possible 
kickbacks involving US$100 million in 
military aid allegedly funnelled through 
several US defence contractors led by 
the California-based Amworld Inc. 
Sources said that the secret investiga- 
tion has indicated kickbacks were of- 
fered to high-ranking Philippines mili- 
tary officials as well as to candidates of 
Marcos' political party who were run- 
ning for office during the May 1984 elec- 
tions. 


E rothers Ralph and Joseph Bernstein, 
one a New York lawyer and the 
other a real estate dealer — both of 
10m were named in the Village Voice 
port as being principal agents of the 
Marcos family — refused to answer con- 
gressional — investigators questions 
about their links to Marcos or whether 
they were involved in business transac- 
tions for the family, citing attorney- 
client privilege. 

The House foreign affairs committee 
overwhelmingly voted to cite them for 
contempt of congress. If the full House, 
meeting in January, upholds the citation 
the brothers could face jail terms or a 
fine. 

Meanwhile, sources involved in the 
investigation said the Bernstein 
brothers have agreed to hand over to 
the committee some key subpoenaed 
documents which might throw light on 
the Marcos connection to the New York 
property deals. 

Solarz denied charges by some Mar- 
cos supporters in congress that his inves- 
tigation is aimed at helping opposition 

ndidates in the Philippine election. 

2 said in any event a positive finding 
by the committee would have little ef- 
fect on the Filipino population, most of 
whom already believe that the Marcoses 
have extensive property and invest- 
ments abroad. “For them the find- 
ing of the investigation would only be a 
dog-bites-man story, stating the obvi- 
ous.” 

Meanwhile, a bipartisan team of 

* American election experts sent by the 
senate foreign relations committee to 
study the Filipino electoral process has 
submitted a report expressing serious 
misgivings about the likelihood of a fair 
election. Assistant Secretary of De- 

* fence Richard Armitage, testifying 

before the senate on 18 December, 
said that a “blatantly unfair” election 
would not only help the communist New 

People’s Army, but could also have re- 

percussions on US aid to the Philip- 

pines. * 
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President ready to sail : | 


Mystery surrounds the Ownership of a luxury pagsenger ship 


By Margaret Scott in Hongkong 


n a tucked-away Hongkong inlet in the 
New Territories a luxury passenger 
ship with a crew of 40 aboard has laid at 
anchor for more than 10 months. Who it 
belongs to is as shrouded in mystery as the 
reason for its prolonged and costly stay, 
but there are rumours floating from 
here to Manila connecting this ship, 
named President, to Malacanang Palace. 
Sailing under the flag of the Philip- 
pines, President arrived in Tolo Har- 
bour on 4 February. Over 200 m long 
and weighing more than 27,000 tons, 
President had racked up HK$734,118 
(US$94,118) in government anchorage 
fees through the end of December, not 
to mention the cost of the crew, supplies 
and fuel for its generators. To listen to 
those in Hongkong shipping circles, 
keeping a ship in crew and fuel seems a 
strange way to make a sale — which is 
what its agent says it is here for. 
The mystery of President's stay in 
Hongkong is not solved by tracing the 


The President: mystery ship. 


ship's path of ownership. The ship be- 
longs to a Hongkong-based deposit-tak- 
ing company, Philtrust Finance Ltd, 
which is a subsidiary of Philtrust Bank 
of Manila, according to the Hongkong 
company's 1984 annual report. But ac- 
cording to the Philippine Registry of 
Shipping, the government's official re- 
cord of ships, President belongs to 
Philippine Floating Hotel Inc. Then 
again, according to Lloyd's of London's 
confidential index, President belongs to 
Philippine President Lines. 

The head of Philtrust Finance's of- 
fice in Hongkong, Francisco L. 
Gochioco, says he does not know much 
about President, which is the company's 
principal asset, and he does not know if 
it is for sale. And an executive with 
Philippine President Lines, Enrique 
Yap, told the REVIEW his company has 
no connection with President and says 
that Lloyd's made a mistake in its confi- 
dential index. 

Yet a check of documents filed with 
the Philippine Securities & Exchange 
Commission, the Philippine Coast 
Guard and the Hongkong Banking 
Commission show that President is 
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linked to all thre@ It is a link held to- 
gether by the Ya family, a prominent 
Filipino-Chinesq@family which runs both 
Philtrust Bank ahd Philippine President 
Lines. 

Emilio T. Y&p is chairman of Phil- 
trust Bank, one of Manila's smaller 
banks but renowned as stable and well- 
managed, like the Yaps' shipping com- 
pany. Emilio C. Yap Jr is president 
of the private shipping company found- 
ed in the 1950s. Enrique Yap, executive 
vice-president of the company. says 
President Lines owns 12 cargo vessels, 
but owns no passenger ships and has 
no involvement in a ship named Presi- 
dent. : 

However, both Emilio T. Yap and 
Emilio C. Yap Jr are directors of their 
bank's Hongkong subsidiary which lists 
President as its property, worth HK$97 
million out of its total assets of HK$117 
million. And Philippine Floating Hotel 
has as its officers individuals employed 
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by either Philtrust or Philippine Presi- 
dent Lines. The officers include An- 
tonio M. Diaz, a vice-president and di- 
rector of Philtrust; Virgilio L. Leyeza, 
general manager of President Lines, 
and Amorsolo V. Mendoza, corporate 
secretary of President Lines and a direc- 
tor of Philtrust. 

Philippine Floating Hotel was incor- 
porated in 1980, and the ship, then call- 
ed Ocean King, apparently was ac- 
quired from a Liberian company in 
1982. The name was first changed to 
The Philippines, and then last year it be- 
came President, shortly before its voy- 
age from Zambales, home of the US 
Navy's Subic Bay, to Hongkong. 

For his part, Anthony Foster, the 
ship's agent in Hongkong, says Presi- 
dent came in search of a buyer. With a 
US$12.5 million price tag, Foster says, 
Philippine President Lines hopes to en- 
tice some Chinese entrepreneurs into 
the floating hotel business. As for the 
crew, Foster says a ship with 500 passen- 
ger cabins, three dining rooms, a 60-bed 
hospital, a gymnasium and three swim- 
ming pools requires a ot of mainte- 
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Batur Ocampo. a 
communist and 
aw journalist in 





g allowed a pass to fisit the National 
s Club in Manila. | | 
Since then he has not been heard of. 
merican freelance photo-journalist 
rles Steiner is the first person to in- 
rview Ocampo since his escape. He 
alked to him in a town somewhere in 
he Philippines in the third week of 
November. The following are extracts 
rom the interview. 






























Vhat is the state of the revolutionary 
movement now, what are the im- 
diate goals? 

is Is a good opportunity to let 
body know that Í am all right. lam 
with the Filipino people in strug- 
hough I am still groping my way 
gh, being overwhelmed by the 
iat changes that have taken place in 
‘revolutionary movement since I was 






























rrested in 1976. 
think what has been made public is 
iat the revolutionary movement of the 
t at this period is in what is called the 
lvanced state of the strategic defen- 
(This is part of the movement from 
Strategic defensive to the strategic 
talemate and then to the strategic of- 
fensive.) There is no definite schedule 
time frame that the revolutionary 
lership has placed for the attainment 
Of these precise stages in the revolution. 
e US Government and President 
Marcos are worried about what they say 
the impending threat of a takeover by 
€ armed forces of the Left. Thev are 
viding varying statistics. The United 
ss says that 15,000 is already a wor- 
ime figure. 
I am not in a position to say which 
gure is correct and I think tactically the 
adership of the revolutionary move- 
ent would leave it that way, not try to 
solve the conflicting statistics of the 
vernment and those of the United 
ates. What is very significant at this 
nt is that there is a great upsurge in 





, that the New People's Army [NPA] 
sits hands full in terms of young men 
| women who want to join, but then 
NPA doesn't even have war mate- 
to admit all of those who want to get 
it. 





there a way that the movement can 
and without getting outside help, 

m other countries? 

Since 1980 there has been a very 

d expansion in the manpower and 









€ political attitude of the Filipino peo- - 


rmed capability of the NPA, and 
Of the arms that have been col- 


escaped after 


lected have been mainlv products of op- 
erations against the Armed Forces of 
the Philippines [AFP], meaning inter- 
nally generated resources. This may go 
on and intensify in the next few vears 
and, depending on the level of arma- 
ments that the AFP would utilise 
against the NPA, would determine whe- 
ther external sources of arms would be 
necessary. | 

While the NPA or the Communist 
Party of the Philippines [CPP] for that 
matter say that the main form of the 
struggle is the armed struggle, it doesn't 
leave out the possibility of achieving its 
ends through political means. Now we 
are looking more towards the probabil- 
ity of developing a very strong unarmed 
movement among the people with a 
moral force that would enable the peo- 
ple's forces, armed and unarmed, to 
overthrow the Marcos dictatorship with 
as little bloodshed or bloodletting as 
possible. | 


You talk about the overthrow of the 
Marcos government as a goal, but 
would you want to see the moderate op- 
position in its place? | | 

I cannot altogether deny the fact that 
the continuance of the Marcos dictator- 
ship, its ways of dealing with the people 
through the use of the armed forces, de- 
ception, fans the revolutionary fire, and 


that provides fertile ground for recruit- 


ment of the NPA and the CPP. But then 
it is not correct to say that the CPP or 
NPA anchors its growth and the possi- 
bility of success on the continuance of 
the Marcos dictatorship. The revolu- 
tionary leadership is more concerned 
about sufficently arousing the people at 
this point in time to Improve their capa- 
bility to defend themselves and to cope 
with the economic crisis and it doesn't 
necessarily mean that we enjoy seeing 
Marcos continuing in power. For this 
reason we would like to see the Marcos 
dictatorship end as soon as possible. 


But would you like to see Corazon 
Aquino as president in his place? 
The problem is now the so-called 
democratic opposition, or the legal op- 
position, is in such a disarray and it 
could not even agree on a common pro- 
gramme that would be responsive to the 
actual problems pestering Filipino so- 
ciety. The revolutionary leadership 
would like to see the emergence of a 
new type of a political leadership in the 
opposition that would be a departure 
from the old traditional political spec- 
trum ... As far as the electoral process is 
concerned we don’t think that we can 
achieve thoroughgoing change or re- 


forms by the type of the elections under 
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the leadership of the US Government in 


tendency of the Reagan administration, 
but also some elements of the Right in 


dn the Philippines might follow that of 
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What do you think of the call foranelec- 
tion in February? s a 
It looks like it's getting to be a big 
Joke, though the opposition seems to be 
taking it quite seriously. It looks like 
Marcos was not really sincere or wasn't 
really prepared to go for it all the way 
but he got stuck in a situation where he 
is under pressure both from the US Gov- 
ernment and from the.local opposition 
forces to get into the snap election. The: 
way he's trying to rig up the conditions 
or the framework of the electoral pro- 
cess it's getting to be a ridiculous exer- 










years? 


n the next sever — 
We expect the m 


very volatile polit 
cally. I think there 





1S general aj 
among economists that there. 
any substantial economic. re 
the next five years. In such a. 


we cannot expect the revolutio 





| 
| evolutionary fer- 
ment among the people. the workers, 
the peasants and even the middle class. 
to ebb during this period... We think 
that the Marcos dictatorship is in a very. 
big problem that it will not be able to ef- 
fect both a recovery of the economy and 
the recovery. of its own credibility. So 


we foresee a big growth in the revolu- 


tionary movement during the next three 
to five years. £c 


How do you regard the pronounce- 
ments coming out of Washington that 
seem fo be to putting alot of pressure on 
Marcos to make some moves. Isitan: 
tual distancing? 4A 3 
Under President Reagan's. is- 
tration (the US) seems to'be rather un- 
stable in its foreign policy in defining 
what it wants, except for one thing: it is 
raising the fundamental issue. of the 
emergence of US power worldwide or- 
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the imagined international anti-com- _ 
munist movement or anti-Soviet strug- | 
gle. And- think this rising rightist ten- - 
dency, not only the essential rightist 














the US, fans the fears that the situation’ 








Iran, or Nicaragua unless the US does | 
something. m | 

Even in the supposed liberal opposi- 
tion, while they may disagree with the 
Reagan administration on the point of 
hey are one with the administrati 
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/hat is the purpose of the Reagan ad- 
ministration putting public pressures on 
Marcos?  — 

From their point of view they are 
convinced that Marcos, regardless of his 
deep dilemma, still has control of the 
armed forces and the machinery of gov- 
ernment, and they don't see any im- 
mediate alternative. So I think they are 
ready to make a gamble, still on Mar- 
cos, but they are open to the possibility 
of an opposition candidate that might 
inspire popular support regardless of 
whether such a candidate would be able 
to present an alternative government 
that's responsive to the people's needs. 
The Americans might shift support, but 
we don't see any basic change in the 
type of government that the Americans 


'ould support in order to protect the 
JS bases and US investments. 

So our point of view is that we do not 
pin our hopes on the alternatives that 
are being offered now, but on the type 
of a political coalition that would have 
significant representation of the major- 
ity of the people, the workers and the 
peasants as represented by the mass or- 
ganisations. 


Let's go back to the question of getting 
funds for the NPA; the system of tax- 
ation of businesses, is that the main 
source at this point for cash? 

In principle the revolutionary move- 
ment hopes to raise funds for its require- 
ments mainly from the support of the 
people. But in a country or in an econo- 
mic situation as we have now in the 
Philippines, however vast the mass sup- 
port of the revolutionary struggle is, it 
cannot come up with an ever-increasing 


>, not € »xcludi: ng | cash r equirem 
ous regions of the country the leader- 
| ship of the movement are devising ways 

and means by which to raise funds and 
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among these are what we call revolu- 
tienary taxation. The basic idea is to im- 
pose some taxes on the big corpora- 
tions, whether foreign or local, that are 
exploiting the natural resources and 
human resources of the country, so tax- 
ing them means expropriating part of 
the profits they got for the use of the 
people. I am not quite sure if the policy 
has been thoroughly established, that 
there would be equal application in all 
areas, but the general principle is that 
the corporations to be taxed are those 
whose operations greatly affected the 
livelihood of the people, like in the min- 
ing areas, logging areas that are denud- 
ing the forest, or huge plantations in 
Mindanao. 


Wouldn't it be better to shut down a log- 
ging operation that is ruining the entire 
ecology of an area, as in northern 
Luzon? 

I think the NPA would prefer that. 
It's one thing [that] they're losing the 
forest cover, but more basic is that the 
continued logging operations denude 
the forest and affect the ecology and the 
farmers in the lowlands. If the revolu- 
tionary movement would have its way it 
would completely stop these opera- 
tions. But in the meantime, since they 
continue to operate under the licence of 
abetment of the Marcos government, 
the movement would rather tax them as 
much as they are capable of giving. 


How do you see the support for the 
Marcos regime from other countries 
such as Japan and West Germany with 
investment and financial support? Do 
you see their role as the same as the US? 

Investments from such countries are 
not so pervasive in their effect on the 
Philippine economy as that of US in- 
vestments. The revolutionary move- 
ment is not opposed essentially to 
foreign investments, but opposes in- 
vestments that over a long period of 
time are destructive of the development 
of the Mage rise economy. So while at 
this period the continued support in 
terms of loans and investments from 
these countries sort of prop up the Mar- 
cos dictatorship, the revolutionary 
movement gives fair warning that such 
support must not continue. But it 
doesn't preclude the possibility of wel- 
coming further investment. 


Do you agree with those who see paral- 
lels between the current situation in the 
Philippines and that of Vietnam and 
also of Nicaragua? 

To some extent there are some 
similarities in conditions and the com- 
mon denominator of these countries 
that you mentioned is the state of the 
economy. The Philippines and 
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cant factor that difmes into the pictureis | 
"e bar tative ‘ae of the American Gov- — 
érnmient in thagrunning ofthe countries’ | 
political life. aswell as the economy. I | 
think that to afgreat extent what hap- | 
pened in VietnaW or, say in Nicaragua, | 
might happen hgfe if the Americans get 1 
into that act in @direct manner, with the © 
introduction df modern weaponry as | 
well as actual American troops. n" 
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In terms of buifding up a ci ange of gov- | 
ernment, can you go from ‘odie n | 


without going through capitalism, as | 
Marx said you must do as an historical | 
process? Ic 


There is still a prevalence of feudal | 
practices in the countryside, in the agra- _ 
rian system, and then there is also the  : 
infusion of capital and then the develop- | 
ment of capitalism to some degree in the — 
urban centres as well as in the agricul- — 
tural sector. The programme of the rev- - 
olutionary struggle strikes both at re- | 
moving feudalism altogether and - 
achieving democratisation of the own- | 
ership of the land, and giving the | 
peasantry democratic rights as all the — 
rest of society ... What is foreseen and — 
being developed is the emergence of a 
type of a society and economic system — 
that would still develop the entre- 
preneurial capacity of the Filipinos. Let | 
this emerge and dominate over the pre- — 
dominant foreign interests that now - 
take hold of the economy, releasing the | 
capacities and creativity and the energy | 
of the Filipinos. | E 

I think there is sufficient experience — 
to learn, from the developments in the 
Soviet Union, of China. Vietnam and 
particulary Nicaragua to ensure that the | 
development of the Philippine society, ` 
of the economy and its political struc- — 
tures would be in k Aa with what | 
is required considering the state of the .— 
economic and political system prevail- | 
ing now. : 





| 
| 
Of those socialist countries you men- | 
tioned which one is the one you can | 
learn most lessons ene in a positive | 
sense? | Es 
From our point of view we learn both | 
from the positive and negative experi- | 
ences, so that's the fortune of those who A 
come late to revolutionary struggle. |: 
There's a lot of previous experience to | 
learn from. I’m not prepared to say — 
whether it's the Soviet Union or China | 
or which of the socialist countries now | 
are the best examples. Actually, look- 1 
ing at how Nicaragua might have | 
evolved had American intervention not 
taken place, I think we would have seem 
the evolvement of a type of society and - 
economic system that can be replicated ` 
in the Philippines. But the very act of in- — 
tervention now has shifted the priorities 
of the Sandinista government towards — 
its national defence, because of the | 
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MIT's Endicott House and Conference Center 





The MIT Executive Program in 
Financial Management 


July 13-18, 1986 


An intensive one-week program for execu- 
tives involved in major corporate investment 
and financing decisions. The program 
presents the concepts of modern finance in 
common sense terms and lays out their prac- 
tical implications clearly and concretely. It 
reviews the latest evidence on the behavior of 
financial markets and addresses a variety 

of financial decisions in light of this evidence. 
Specific topics include new approaches to 
the analysis of capital investments, mergers 
and acquisitions, capital structure and liability 
management, and the proper use of finance 
theory in strategic planning. The program will 
be held at MIT's Endicott House and Confer- 
ence Center. 


Detailed program description is available 
from the Director of the Program: 


stewart C. Myers, Room E52-451 
Sloan School of Management 
Massachusetts Institute of Technology 
Cambridge, Massachusetts 02139 


Telephone: 617-253-6696 
Telex: 92-1473 
Cable: MIT CAM 


The MIT Executive Program in 
Corporate Strategy 


July 6-11, 1986 


An intensive one-week course designed to 
meet the needs of senior line managers and 
staff planners for an up-to-date understand- 
ing of corporate strategy and the necessary 
systems and processes for its successful 
implementation. The program presents the 
latest concepts and methodologies related to 
the development and implementation strat- 
egy given to the relationships of corporate 
strategy to corporate culture and organiza- 
tional structure, global strategic management, 
financial theory, and the strategy-technology 
interface. Afternoons will be dedicated to 
strategic management workshops, where par- 
ticipants will have the opportunity to address 
the tasks required to develop corporate, 
business, and functional strategies. The Pro- 
gram will be held at MIT's Endicott House 

and Conference Center. 


Detailed program description is available 
from the Chairman of the Program: 


Arnoldo C. Hax, Room E52- 550 : 
Sloan School of Management 

Massachusetts Institute of Technology 
Cambridge, Massachusetts 02139 


Telephone: 617-253-4930 
Telex: 92-1473 
Cable: MIT CAM 
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@ A CHINESE resident in the US has 
written to point out that, while we have 
our fun at the expense of Asia's mis- 
takes in English, just as hilarious errors 
are made whenever non-Asians venture 
into the deep waters of the region's lan- 
guages. He finds in the US that those 
with minimal knowledge of Chinese will 
attempt to say "How do you do?" to him 
in Chinese (Ni hao ma?), but often mix 
up the order and the tones and end up 
asking him about his horse or telling him 
that his mother is a bit of all right. 

In the UK, the local council of the 
North London suburb of Barnet put out 
a multi-lingual information leaflet in 
English, Gujarati and Urdu and ended 
up with expensive pages of mumbo- 
jumbo: bungling officials printed the 
Urdu from right to left — or back to 
front — so that instead of "meeting 
places" they ended up with "sights for 
funfairs." Trouble is it's a bit difficult to 
communicate the fun back into English 

rain. 

~ NATURALLY the examples of frac- 
tured English which find their way into 
these columns originate mostly in the 
region, but they proliferate elsewhere, 
not least in places where English is sup- 
posed to be the first language. But take 
this example of a synopsis of Bizet's 
opera Carmen found by an anonymous 
reader in the programme produced by 
the Genoa opera house: 

€ Act I: Carmen is a cigar-makeress 
from a tobago factory who loves with 
Don Jose of the mounting guard. Car- 
men takes a flower from her corsets and 
lances it to Don Jose (Duet: *Talk me of 
My Mother"). There is a noise inside 
the tobago factory and the revolting 
cigar-makeresses burst onto the stage. 
Carmen is arrested and Don Jose is or- 
dered to mounting guard her, but Car- 
men subduces him and he lets her es- 
cape. 

Act II: The Tavern. Enter Escamil- 

», a balls-fighter. Enter two smugglers 
,.uet: "We Have in Mind a Business"). 
But Carmen refuses to penetrate be- 
cause Don Jose has liverated her from 
prison. He now arrives (Aria: “Slop Her 
Who Comes") but hear are the bugles 
singing his retreat. Don Jose will leave 
and draws his sword. Called by Carmen 
shrieks the two smugglers interfere with 
her but Don Jose is bound to dessert, he 
will follow them (Chorus: "Opening 
Sky, Wandering Life"). 

Act Ill: A roky landscape, the 
smugglers shelter. Carmen sees her 
death in cards and Don Jose makes a 
date with Carmen for the next balls- 
fight. 

Act IV: Seville. Procession of balls- 
fighters, the roaring of the balls is heard 
in the arena. Escamillio enters (Aria 
and Chorus: "Toreador, toreador, all 
hail the balls of the toreador"). Enter 
Don Jose (Aria: “I do not threaten, I 
besooch ypu”) but Carmen repels him 
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wants to join with Escamillio, now 
chaired by the crowd. Don Jose stabbs 
her. "Oh, rupture, rupture, You may 
arrest me, I did kill her," he sings. *Oh, 
my beautiful, my subductive Carmen."* 
e TALKING of balls (and of opera), 
the Viennese variety is justly famous — 
from the journalists’ incongruously 
named Concordia ball and the annual 
bash for the  washerwomen, the 
Washermadelball, to the state opera's 
pre-Ash Wednesday  fling, the 
Opernball. An interesting article on 


these dances was featured in a 1985 
issue of the SAS inflight magazine, 
Scanorama, accompanied by a magnifi- 
cent caption to an intriguing photo- 
graph: 


A lady s | least desire might be sat- 
isfied by a masked baller. 


e THEY speak English in America, 
don't they? But meanings differ, as this 
sign, photographed in Laconia, New 
Hamphire, vulgarly illustrates: 


l EAT HERE & GETGAS|| 


"| COLD CASES & 
J| OPEN 24 HOURS» 


f - E 


Or, equally vulgar, this sign on the 


side of a Californian truck, spotted by 
Christopher Hormel: 
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€ AND Geeteara Safiva Choudhury 
revenges herself for all the funny orien- 
tal notices with this classic of circular 
logic from a sign outside the Washing- 
ton Memorial: 





e SOME weeks ago, the REVIEW re- 
cieved some promotional material from 
a subsection of the US Environment Pro- 
tection Agency — to wit, the Office of 
Solid Waste and Emergency Response — 
which I suppose is responsible for deal- 
ing with the troubles that ensue when 
solid wastes escape. The literature pub- 
licised the activities of a newly 
strengthened Resource Conservation 
and Recovery Act, which dealt with the 
problems caused by leaking under- 
ground storage tanks. By this time, I 
was so bemused with the various ac- 
ronyms produced by the bureaucracy of 
Washington that I began to suspect that 
someone was pulling my leg. So I wrote 
to the new organisation, if only to make 
certain that it actually existed. A thick 
wad of material came back by return 
post, sent by Penelope Hansen, the chief 
of the Waste Treatment Branch. And 
the letterheads confirmed that my aging 
eyes had not deceived me. It does exist: 
oT Sr rT se 
Agency 


Vasningt nTa 


Leaking 
Underground 
Storage Tanks 


(LUST) rr 


€ AND all the best in 1986 to all 
REVIEW readers. 
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FOREIGN RELAKIONS 


Cooler h¢ads down under 


Mochtar’s AustraMàn visit marks better Jakarta-Canberra ties 








By Hamish McDonald in Sydney 


five-day visit to Augtralia by Indo- 

nesian Foreign Mfhister Mochtar 
Kusumaatmadja took Re temperature 
of a relationship vexed by a decade of 
mutual criticism over the East Timor 
and Irian Jaya issues and received the 
reading that passions have cooled mark- 
edly. 

Both Australian and Indonesian offi- 
cials were hoping that the visit, the first 
by Mochtar since 1978, would be nota- 
ble for its uneventfulness. They were re- 
warded as Mochtar went through his 
itinerary without disruption. East 
Timor activist groups mustered only 
eight protesters outside his major 
speaking engagement in Canberra and 
about 100 outside a function in Mel- 
bourne, while 25 backbench members 
of parliament sent him a petition disput- 
ing Indonesia's sovereignty over the ter- 
ritory. 

Aside from his talks with Prime 
Minister Bob Hawke and senior minis- 
ters, Mochtar directed his attention 
chiefly to Australian opinion leaders. 
He flew in at a weekend to devote hours 


to private briefings for newspaper & 
editors, spent an evening at the Austra- 


lian National University with Asia and 
Pacific scholars and stood up for ques- 
tions at a luncheon in Canberra's Na- 
tional Press Club — often a bearpit for 
relentless grilling of visiting dignitaries. 

Questioners evinced little interest in 
raking over the rights and wrongs of In- 
donesia's invasion of East Timor at the 
end of 1975 and the former Portuguese 
colony's subsequent incorporation as an 
Indonesian province. 

To many foreign affairs specialists, 
this has always had an inevitability 
about it since the flow of information 
from East Timor could be controlled 
just as Indonesian forces could steadily 
squeeze the Fretilin pro-independence 
guerillas in the easily isolated territory. 
But they also attribute the muting of 
criticism to a more active diplomacy by 
Indonesia towards its neighbour. 

This began soon after the replace- 


ment of the former Liberal-National 


Party government of Malcolm Fraser by 
Hawke's Australian Labor Party (ALP) 
government in March 1983. Fraser had 

aintained a supportive but distant 
stand towards Indonesia on East Timor, 
though he had irked Jakarta by earlier 
needling of ALP predecessor Gough 
Whitlam for alleged complicity in In- 
donesian plans. Hawke came to office 
with an ALP policy that ostensibly re- 
quired him to suspend Australia's small 
military aid programme to Jakarta while 
seeking an internationally supervised 
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Hawke; Hayden: changing a futile policy. 


act of self-determination in East Timor. 

Much of the credit for changing this 
clearly futile policy must go to Hawke's 
foreign minister, Bill Hayden, who per- 
suaded Indonesia to allow a parliamen- 
tary delegation into East Timor and ulti- 
mately won a change in the party line in 
head-on debate at the biennial ALP 
congress in mid-1984. 

However, political analysts in Can- 
berra also pay tribute to Indonesia's 
sharply improved relations with the 
Australian news media, following the 
appointment of Maj.-Gen. August 
Marpaung as Jakarta's ambassador to 
Canberra in 1983. Marpaung's appoint- 
ment made a break with earlier practice 
that reserved the Canberra job essen- 
tially as a pre-retirement post for a suc- 
cession of intelligence generals, in most 
cases reticent men who showed little af- 


mt 
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finity for or understanding of Australian 
political processes. 


rom the Batak ethnic group in North 

Sumatra, where he took part in 
Indonesia’s independence struggle, 
Marpaung spent his formal military 
career as a legal officer. After Indone- 
sian President Suharto came to power in 
1966, he went to Washington as a mili- 
tary attache and has since risen through 
politically sensitive posts as deputy head 
of the Indonesian delegation at the UN, 
rector of Cendrawasih University in 
Irian Jaya and most recently general 
manager and editor-in-chief of the state 
newsagency Antara. 

Previously, Indonesian spokesmen 
had tended to meet criticism from Aus- 
tralian quarters with off-the-cuff re- 
marks which often came across as petu- 
lant or disdainful, or with a glowering si- 
lence that was read by some as evasive. 
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Marpaung, it is generally contd, has 
shown an ability and almost a relish in 
mixing it up with the critics. | 

At the ALP congress in 1984, Mar- 
paung was prominent among diplomatic 
Observers, following debates keenly. At 
university seminars, Marpaung has 
sprung to the microphone to reply to cri- 
tics of Indonesian policies. At the Na- 
tional Press Club in July 1984 — just be- 
fore the ALP policy change — he de- 
flated much of the self-righteousness of 
East Timor critics by asking: "Between 
1945 and 1975, what have the Austra- 
lians done for the East Timorese?” To a 
silent audience, he then gave the ans- 
wer: *Zero." 

In a country where people often 
show friendship by exchanging insults, 
this approach has been hailed as a re- 
freshing one. At the other end, Mar- 
paung seems to have been persuasive in 
gaining a relaxation of the virtual ban on 
Australian media access imposed in 
1980 with the refusal to renew visas for 
correspondents of the Australia 
Broadcasting Corp. (ABC) and 77 
Sydney Morning Herald. In 1983, Aus- 
tralian Associated Press was allowed to 
station a correspondent in Jakarta, fol- 
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lowed in November 1985 by the Austra- 
lian Financial Review and possibly soon 
by the Perth-based daily, the West Aus- 
tralian. 

A return by the ABC to Jakarta still 
seems far off. A stand-off remains about 
the right of its Radio Australia 
shortwave branch to dwell on Indone- 
sian events in its Indonesian-language 
broadcasts. Indonesian officials resent 
this as an intrusion into the country’s in-' 
ternal affairs. 

But if dialogue is being tentatively 
restored, it is on a far more sober plane 
than in the early 1970s when the Whit- 
lam government sought to forge a spe- 
cial relationship. 

The basic strands in the bilateral re- 
lationship were not snapped by the ac- 
rimony of recent years. Trade is fairly 
well balanced, with Australia shipping 
US$285 million worth of orgs, metals 
and wheat to Indonesia in the year to 
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June 1885 and receiving US$214 million 
of Indonesian oil, tea, coffee, rubber 
and textiles. Growth has fluctuated up 
and down in recent years, however, 
with Australia’s spot purchases of In- 
donesian oil. 

After a rush into Indonesia early in 
the country’s New Order period after 
Suharto became president, Australian 
investment slowed as difficulties 
emerged with local partnerships, tax un- 
certainties and red tape, and much of 
the approved investment, still only 
totalling US$214 million, derives from 
earlier enthusiasm. In recent months, 
James Hardie Industries has sold out of 
its Indonesian fibre-cement business, 
taking a loss of US$14.5 million on to its 
books. However, CSR has opened a 
second mining venture with a US$42.5 
million gold mine in Bengkulu pro- 
vince. 


M provided A$43.5 million 


(US$29.6 million) in bilateral aid in 


the year to June 1985 and A$22.5 mil- 

on through multilateral agencies. Gov- 
-:nment assistance supports 225 In- 
donesian students in Australian 


academies. Military assistance of A$10 








—illion was devoted chiefly to training 
and mapping. 

Indonesia continues to be the most 
important foreign-holiday destination 
for Australians after Britain, the US 
and New Zealand. The 80,000 Austra- 
lian visitors a year, about 16% of In- 
donesia's total tourist intake, have con- 
tributed to a significant proportion of 
the Australian population with some di- 
rect contact — if only in the Bali tourist 


anaE 

he one area where contacts have 
clearly slipped is in language studies 
at the Australian end. Introduced in 
Australian high schools soon after 
Indonesian independence, Indonesian 
language study expanded rapidly until 
the mid-1970s. Since then, the number 
of students has dwindled to crisis 
point. In the state of Victoria, for 
example, the number of high schools 
offering th Indonesian language drop- 





Mochtar; Marpaung: a break with earlier practice. 


ped from 85 in 1981 to about 47 in 1985. 

This is not a result of a less favoura- 
ble attitude towards Indonesia, teachers 
say. Rather they point to the contrac- 
tion of education funding in the late 
1970s, which led authorities to concen- 
trate on “traditional” languages such as 
French and German. This was rein- 
forced by cultural aid offered by the 
French, German, Italian and Spanish 
governments. A dispersal of resources 
to immigrant community languages 
under the vote-winning “multicul- 
turalism" banner is probably also to 
blame. 

But hostile images of Indonesia have 


undoubtedly been reinforced in recent 


years, a perception Mochtar himself 
tried to engage in Canberra, by re-em- 
phasising that Indonesia's defence post- 
ure was northward-facing. In one recent 
speech Marpaung blamed the Austra- 
lian media for creating an *unfavoura- 
ble image." 

“In the eyes of the Australian media, 
Indonesia is a big country with a large 
but poor population, ruled by an au- 
thoritarian government dominated by 
the military," Marpaung then said: 
"The Indonesian Government is riddled 
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with a lot of red tape, and corruption is 
rampant in its bureaucracy. It is anti- 
communist and has expansionist ten- 
dencies by recalling the West Irian ques- 
tion, Konfrontasi [with Malaysia] and 
East Timor. In our opinion these criti- 
cisms are ill-informed, and the media 
commentary too narrow and simplis- 
tic." 

Simplistic or not, such attitudes are 
not confined to the media. Australian 
academic specialists are divided in their 
attitudes to the Suharto government, 
with opinion ranging from approval 
with caveats to outright condemnation, 
as in the 1974 Col ctión of essays 
"Showcase State." The steady absorp- 
tion of Indonesian organisations under 
the state mantle continwes these con- 


cerns. 

Nor, even with full and accurate 
media reports, is 20 years perhaps long 
enough to fade memories of Indonesia's 








rapid build-up wa Soviet equipment, 
including sulyng#nes, a heavy cruiser 
and the theng#fate-of-the art MiG21 
fighter, in prWsident Sukarno’s last 
years. While fe Australians with any 
knowledge of @irrent Indonesia give 
credence to "*yeliow-peril^ style inva- 
sion scares, leak documents and com- 
ments by retirğd defence chiefs cite 
small-scale In@onesian incursions in 
Australia’s nori as one contingency in 
vastly changed @rcumstances. 

The upsurgé in rebel activity in Irian 
Jaya and the Indonesian reaction — 
combining to cause a flow of some 
11,000 refugees into Papua New Guinea 
since early 1984 — is also sustaining In- 
donesia's threatening image in Austra- 
lia as well as PNG. Only a handful of 
academics, journalists and politicians 
declare themselves for the province's 
separation from Indonesia. But even 
some of Indonesia's most consistent 
friends have voiced concern about as- 
pects of its conduct in Irian Jaya and 
fear that an unhappy and virtually open- 
ended predicament is being created. 

The arrival of small groups of Irian 
Jayans in Australia's Torres Strait is- 
lands claiming refugee status and PNG's 
close reliance on Australian support 
have made the issue somewhat triangu- 
lar. In his meeting with Australian lead- 
ers and the press, Mochtar devoted 
much of his time to Irian Jaya and re- 
lated issues such as transmigration 
among Indonesia's archipelago. 


t the National Press Club, Mochtar 

was unable to resist a pointed refer- 
ence to the condition of Australia's own 
aboriginal people. To allegations of in- 
compatibility between Irian Jaya's 
Melanesians and Indonesia’s Indo- 
Malay mainstream he noted that other 
eastern Indonesian provinces included 
as many or more people of Melanesian 
origin. However, the message he put 
across was that Indonesia was slowing 
down its ambitious programmes to ship 
several hundred thousand people from 
Java and Bali to the province and that it 
was concerned about possible aliena- 
tion of the indigenous people. 

The restraint with which the Austra- 
lian press handled this issue during 
Mochtar's visit and the minister's wil- 
lingness to talk about problems has en- 
couraged a hope among Australian offi- 
cials that the relationship will continue 
to pick its way forward. 

A meeting in March will bring for- 
ward an agreement on joint develop- 
ment of the 250-km “Timor Gap" in an 
agreed seabed border, both Mochtar 
and Hayden indicated. Officials and 
academics are talking of an Australia- 
Indonesia Foundation to sponsor cul- 
tural exchanges along the lines of Aus- 
tralia-Japan institutions. With the 
fence-mending Mochtar visit concluded 
successfuly, the idea of a visit by 
Suharto — who last came in 1975 — 
emerged as a possibility. a 
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Mahathir drives the Proton Saga across Penang Bridge: bursts of genuine national pride. 
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Political and economic problems make election date critical 


A rough ride ahead 


By Suhaini Aznam in Kuala Lumpur 
Malaysian Prime Mini- 
ster Datuk Seri Maha- 
thir Mohamad is in an 
unenviable position 
right now. A combi- 
nation of economic 
conditions beyond his 
control and unfortu- 
nate timing on the political scene, 
exacerbated by his arguable. mishandl- 
ing of some issues, made 1985 a rough 
year for him and the National Front 
coalition government. 

But Mahathir seems unperturbed. 
Apart from tremendous self-contfi- 
dence, he is credited with great staying 
power — both of which will stand him in 
good stead should he declare elections 
in 1986. 

With a once-thriving economy grind- 
ing to an unaccustomed slow pace and 
hastily patched political solutions 
threatening to fall apart, he faces the di- 
lemma of either holding a general elec- 
tion within the next three months before 
matters deteriorate, or waiting out the 
full term of the present national assem- 
bly, which expires in April 1987. 

The original plan was to hold the 
election in 1985, some National Front 
sources admitted, pointing to the soft 
budget of 1984. But with the by then 

ear-old power struggle in the Malay- 
sian Chinese Association (MCA) — the 
second-largest partner in the coalition 
— still unresolved, and as an election 
upset in Sabah last April saw the defeat 
of a member of the National Front by an 
opposition party, it was decided to put 
off the general election. 

The loss of Sabah to the infant Parti 
Bersatu Sabah (PBS), a non-Malay 
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dominated opposition party, shocked 
Kuala Lumpur. Former chief minister 
Datuk Harris Salleh, then president of 
the National Front member Berjaya, 
had the reputation of being a hard 
worker, though autocratic in his style of 
government. But Sabah voters wanted a 
change. In retrospect, National Front 
attitudes towards opposition groups ap- 
pear to have hardened from that in- 
stant. 

Less dramatic aggravations bore no 
less serious implications. For the first 
time, Mahathir faced dissent from 
within government ranks itself — over 
unmet demands for a pay rise. That 
issue was temporarily resolved after 
government agreed in principle to a 
wage increase at some unspecified date. 

But some of the damage is irrevoca- 
ble. Government employees are usually 
loyal pro-government voters — and also 
implement projects which have helped 
ensure the National Front's return to 
power in every election since indepen- 
dence. The hardline stance adopted 
during the confrontation, however, has 
bred resentments that threaten to di- 
minish future cooperation between the 
government and the civil service. 

Even more recently, an unprecedent- 
ed clash between at least 200 govern- 
ment troops and 400 armed villagers in 
Mahathir's home state of Kedah, caused 
a further rift between government and 
segments of the population. Members 
of the opposition Parti Islam (Pas), of 
course, were bitter over the incident be- 
cause the village is a Pas stronghold. 

But even non-Pas members resented 
what they saw as unnecessary use of 
force on civilians by government. 


Violence, and especially. religious 
violence, is alien to Malaysians. Al- 
though the fighting occurred in one 
small, isolated village, the repercus- 
sions are felt more widely. The intel- 
ligentsia fear the beginnings of a trend 
of forceful suppression of political rivals 
— even suggesting that the dramatic 
attempt to. arrest Ibrahim Mahmud 
"Libya" and another 36 men was allow- 
ed to become an incident so government 
could come down hard on opposition re- 
ligious teachers. 


M eanwhile, a few social scientists 
are still questioning the forces that 
prompted villagers to put up such a re- 
sistance. They conclude that repression. 
— judging by complaints from village 
of police harassment when they o.- 
ganised religious-political lectures — 
rather than poverty per se led to the 
"Baling incident" as it has now been 
called. Mahathir himself has ruled out 
poverty as a cause and placed the blame 
on Ibrahim's deviationist religious 
teachings. 

To add to the government's woes, and 
quite beyond its control, these political 
troubles come at a time when the 8.5% 
average GNP growth rate for 1975-80 is 
expected to drop to 6% for 1986, accord- 
ing to budget estimates for next year. 
Several economic observers remain 
doubtful that even this can be achieved. 

Commodity prices are down in rub- 
ber, tin, palm oil and timber — which 
together form 31% of Malaysia's export 
earnings in 1985. Oil prices, on which 
Malaysia plans to stay afloat in 1986, 
forming 23% of projected export earn- 
ings, are unstable. 
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Things have not been all bad all the 
` 1e of course. Mahathir's efforts at 
icing Malaysia on the world map on 
the Antarctica issue, his ability to move 
away from traditional dependency roles 
with Britain and the US, and his extend- 
ing a hand to the smaller, developing 
Pacific nations have all inspired re- 
newed nationalism among some Malay- 
sians. 

Mahathir has also received applause 
from some businessmen for the trade 
deals struck and foreign investment dol- 
lars he has managed to bring in — for in- 
stance, M$57 million (US$23.5 million) 
worth of contracts after a recent trade 
mission to China. More than his law- 
trained predecessors, Mahathir, a doc- 
tor by profession, is the “businessman's 
prime minister.” 





There have also been bursts of 


genuine national pride, helped along by 
media fanfare, which boosted flagging 
morale immensely. September saw a 
quick succession of long-planned pro- 
‘ects come to fruition — the lauching of 

' first “made in Malaysia" car named 
we Proton Saga, the opening of the 
M$850. million Penang bridge — the 
world's third longest — and a sophisti- 
cated conference hall, hotel and office 
tower at the opulent M$368 million 
Umno complex. 

Unforgunately, these coincided with 
massive retrenchment of factory work- 
ers — 3,486 in Penang alone in the first 
nine months of this year, more than 
two-thifds of them in electronics and 
textiles — which in turn meant fewer 
re ea sent home to already stagnant 
vilage economies. The prestige pro- 
jects, though admired, were seen by 
some as luxuries far removed from vil- 
lage priorities. 


On the political front, Malaysian 


politics breathed a huge sigh of relief 
when on 24 November, the long-over- 
due MCA elections finally threw up a 
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fr, the new 
: oon Swan, 
found himself in the centre of what 
threatened to be Malaysia's financial 
disaster of the year. Pan-Electric Indus- 
tries (Pan-El), a Singapore-registered 


company in which Tan had a 22.3% in- 
terest through his holdings in two other 
related companies, owed S$350 million 
(US$164.7 million) to credit banks and 


| had defaulted in a repayment of a S$7.5 


million syndicated loan. 

The coincidence of timing has trou- 
bled Tan's allies, who admit that Tan 
was not the National Front's preferred 
candidate for the party presidency. 
From 18 November, in the week im- 
mediately preceding the party elections, 
Tan was away in Singapore trying to de- 
vise a financial rescue package for the 
ailing Pan-El. In the event, Pan-El was 
placed in receivership. 


Oo prevent panic selling, both the 
Singapore and Kuala Lumpur stock- 
markets were suspended for three days. 
Before trading resumed, Tan was as- 
sured of backing from Malaysia's Bank 
Negara, the central bank. The upshot, 
said an MCA leader, is that Tan is now 
indebted to Finance Minister Daim 
Zainuddin, a key adviser to Mahathir. 

Confidence in the National Front 
government has been eroding slowly 
since 1983, with the Bumiputra Malay- 
sia Finance (BMF) M$2.5 billion cor- 
ruption scandal dominating headlines in 
the middle of the year, and the constitu- 
tional crisis — a test of willpower be- 
tween elected government and tradi- 
tional rulers — rivetting public atten- 
tion in the latter half. 

This year’s events have shaken pub- 
lic confidence no less. The BMF scandal 
again grabbed public attention as the 
BMF committee of inquiry completed 
its work. Coincidentally, former BMF 


executive chairman Lorrain Esme 
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Osman and former director Datuk 
Mohamed Hashim Shamsuddin were 
arrested in London pending extradition 
to Hongkong just two days before the 
BMF report was printed. 





At the press conference on the eve of 


handing over the two-volume, 1,075- 
page report to the. parent Bank 
Bumiputra, Auditor-General Tan Sri 


Ahmad Noordin Zakaria assured the 
press that his committee had removed 
all references that would contravene the 
privilege clauses of the Banking Act and 
Companies Act. The message was clear. 
In the committee's mind, the govern- 
ment had little reason not to disclose the 
findings contained in the report. 

Former prime minister Tun Hussein 
Onn and United Malays National Or- 
ganisation (Umno) Youth leader 
Anwar Ibrahim immediately came out 
strongly for making the report public. 
Hussein is apparently preparing to take 
over more and more of first prime 
minister Tunku Abdul Rahman’s mod- 
erating role as the wise, elder states- 
man. Since then, a lively debate has en- 
sued in the local press between Attor- 
ney-General Tan Sri Abu Talib Othman, 
who opposes making the report public, 
and Ahmad Noordin and others who 
feel that it should be. 

Speculation as to whether any prom- 
inent names in Malaysia’s political 
hierarchy will be implicated remained 
unabated when Ahmad Noordin neither 
confirmed nor ruled out the possibility 
of politicians being involved. 

Meanwhile, other irritants continue 
to plague government public relations, 
especially as Mahathir’s administration, 
despite its promises of greater liberal- 
ism, gradually grows tougher than his 
predecessors’. 

The unpopular Internal Security Act 
(ISA) remained a sore issue with human- 
rights activists and  public-interest 
groups. One case that rivetted attention 
on the ISA for several weeks involved 
factory worker Sim Kie Chon, who was 
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sentenced to hangWior possession of 
arms and ammunitiO® Various group 
appeals for a royal ®don for him 
were rejected. In the pfbcess of making 
one such appeal, Ba Council vice- 
president Param Cugharaswamy was 
charged under the SPdition Act, in a 
case which is still pe&ding before the 
courts. 

At around the samgfitime, two jour- 
nalists, one foreign andfone local, were 
arrested and charged ugder the Official 
Secrets Act (OSA), 1972, creating a 
precedent in journalism history. Only 
two politicians had been arrested under 
the OSA before. The offending articles 
dealt with China-Malaysia trade ties 
and Defence Ministry plans to purchase 
Airborne Warning aid Control Systems 
aircraft, respectively. 

Undeniably, the National Front gov- 
ernment today suffers from a serious 
credibility gap, beginning at the most 
parochial levels. In some rural commu- 
nities, villagers are disillusioned over 
government advice to plant oil palm, 
only to see palm oil prices drop from 
M$15 a picul (60.48 kg) to M$5. 

Among the urban Chinese and In- 


dians, racial resentments are smoulder- 
ing. Some of the old anxieties regarding 
education, language and culture, re- 
main. For some, the noticeable stress on 
Malay elements in educational and cul- 
tural programmes under Mahathir hàve 
only confirmed their worst fears of the 
prime minister — once an “ultra- 
Malay" student leader and author of the 
book The Malay Dilemma. 


heir vague feeling of having no place 
in Malaysia, is aggravated by the 
economic slowdown. Whereas Chinese 
and Indian businessmen did not feel the 
pinch during the 1970s boom years — 
when the government promised to ex- 
and the economic pie so that 
umiputra participation would not de- 
tract from existing non-Malay business- 
es — such expánsion is not possible in 
the 1980s. 4. i 
On 11 December, Trade and Indus- 
try Minister Tungku Razaldigh Ham- 
zah, in announcing changes to the In- 
dustrial Coordination Act/1975, said 
that the government was willing to be 
flexible on the» 30%,bumiputra equity 
requirement for Malaysian companies 


Love him or not, you can 
never lose sight of him 


EN Centralised leader- 
H ship is definitely the 
keynote of the Maha- 
NNNM thir administration. 

Zumdii Power is concentrated 
in the hands of a very 

pro) few at the top. 

CNN: Mahathir himself 
keeps a high profile at all times and — 
once by his own admission, said only 
half in jest — likes to have a hand in 
perhaps too many things. He has initiat- 
ed several trade missions at home and 
abroad; has championed large-scale 
paddy estates and Malaysia’s first at- 
tempts into car manufacturing, and has 
involved himself in social engineering 
by setting an ideal population target of 
70 million by 2100. 

Although lip service is often paid to 
government by consensus within the 
National Front, under Mahathir more 
than his predecessors, the Prime Minis- 
ter’s Office makes almost all the deci- 
sions that count, remarked a senior civil 
servant. Thus when things fray at the 
edges, Mahathir, probably many times 
unjustly, is almost personally held re- 
sponsible. 

Malaysia was admittedly unprepared 
for Mahathir when he strode into office 
in July 1981. It was wary of his innova- 
tions. Civil servants complained of 
being rushed. But Mahathir has fixed 
ideas of where he wants the country to 
go — “development” has come at a 

reathless pace. 






Today, the country has grown accus- 
tomed to, though not necessarily sup- 
portive of, Mahathir’s style. Letters 
from the public carried in the local 
newspapers reveal complete contradic- 
tions in Malaysians’ perceptions of him. 
What his supporters call dynamism is 
seen by critics as reckless haste; what 
passes for self-confidence to some, bor- 
ders on high-handedness to others. 

Mahathir's handling of the nearly 
two-year Malaysian Chinese Associa- 
tion (MCA) leadership crisis for in- 
stance, drew criticism from some MCA 
quarters as meddling in the internal af- 
fairs of a coalition partner. Chinese at 
grassroots level resented what they saw 
as Malay interference in Chinese af- 
fairs. By stripping former MCA presi- 
dent Datuk Neo Yee Pan of his Housing 
and Local Government portfolio, 
Mahathir had made it amply clear that 
Neo had fallen from grace. But instead 


of looking to contender Tan Koon Swan. 


as the logical alternative, Mahathir 
reputedly backed Labour Minister Mak 
Hon Kam, who up to that point was 
lieutenant to Neo. Mahathir thus indi- 
rectly helped split the party three ways, 
remarked a Chinese observer. 

Tan’s men were thrown off-balance. 
The National Front itself recognised 
Tan as having grassroots support, with 
Tan’s faction invariably called upon to 
assist in recent by-election campaigns, 
they pointed out. When Tan finally won 
the MCA presidency on 24 November 





Pairin: still not accepted. 





“in view of the difficulties im 4 catin 
suitable bumiputra partners.” Althoug 
certainly not a blanket exemption, de- 
serving companies would be given clear- 
ance letters. 

But on other issues, Chinese feel that 
the government displays great insen- 
sitivity to Chinese interests — man- 
ifested in the government's siting a 
radioactive waste dump near Papan, a 
Chinese village in Perak; the Malacca 
state government’s proposal to develop 
Bukit China, a sacred hill where 
Chinese had ancestral graves, and dur- 
ing the last Chinese New Year, the gov- 
ernment granting a monopoly to sell 
mandarin oranges to the ostensibly 
bumiputra-owned Satria Utara (though 
it actually had Chinese shareholdings) 

In this atmosphere, the opposition 
has been able to regain some ground 
after its dismal 1982 performance. The 
predominantly Chinese-based Demo- 
cratic Action Party has reason to hope 
that it might benefit from the MCA 
crisis. The Chinese worker mentali* 
has traditionally been anti-governme 
in any case, but with rising expectations 
yet little improvement in the quality 


SUHAINI AZNAM 
and the issue of a cabinet reshuf 
emerged, many wondered whetl 
Mahathir. would acknowledge Tan’s 
group by granting them the ministerial 
posts. “After all, Pairin [Sabah Chief 
Minister Datuk Joseph Pairin Kiungani 
won in Sabah but he is still not accepte 
by Umno,” said a worried delegate in 
Tan's camp. “Sometimes we cannot 
understand Mahathir's thinkirig." 


Gi robably eroded Mahathir's 
credibility more than any other inci- 
dent in his four-and-a-half years in office, 
with the constitutional crisis — essen- 
tially a tussle of wil's for ultimate, legiti- 
mate power between Mahathir and Ma-. 
laysia's nine hereditary rulers — coming 
a close second for some Malaysians. 

In April, when Pairin led the infant 
Parti Bersatu Sabah (PBS) to an unex- 
pected victory, trouncing the National 
Front junior partner, Berjaya, Maha- 
thir was out of the country f heading a 
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urbdm*life, this tendency may in- 
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to the National Front, which Nasma 
claims is actually dividing the races 
more. x 

The other, the Malaysian Unity 
Movement, is a party of Chinese pro- 
fessionals which aspires to a Malaysian, 
rather than Malaysian Chinese, iden- 
tity. Its pro-tem president, lawyer Ar- 
thur Lee, signs himself as *anak Malay- 
sia” (son of Malaysia) in the party's 
draft constitution. Both parties seem 
innocuous enough. But their avowed 
ideals present a direct challenge to 
the National Front concept of multi- 
racialism through communal represen- 
tation, with inter-ethnic compromise at 
|  etop. 
| Because of the rivalry between 

races, Malaysians are highly politicised. 

Whether racial loyalties — and there- 





ios ON lus 
Tan and Neo: neither were Umno's choice. 


| A de delegation to Scandinavia. Before 
ine final tally was in, defeated Berjaya 
president Datuk Harris Salleh accom- 
panied another former chief minister, 
United Sabah National Organisation 
(Usno) president Tun Mustapha Datuk 
Harun, to the state governor's palace. 
There, yat dawn, Governor Tun 
Adnan Robert swore in 
leader Mustapha as chief 






cting for Mahathir, Deputy 
inister Datuk Musa Hitam an- 
npunced that the voters’ choice must be 
pheld. Adnan reversed the appoint- 
. ment of chief minister in Pairin's favour 
' by thé evening. Upon his return, Maha- 
thir was presented with a fait accompli. 
But while Mahathir publicly sup- 
sorted Musa's decision, sources within 

. Umnó claig that Musa had made “the 
wrong decion.” Mahathir had risked 
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fore inter-racial jealousies — will inten- 
sify with the economic squeeze, or whe- 
ther racial differences will blur às class 
distinctions and poverty issues domi- 
nate public perceptions, remains uncer- 
tain. 


he National Front has won three 

elections comfortably since its for- 
mation just before the 1974 election. 
But the political climate of late reminds 
political observers of the 1969 situation, 
when an opposition groundswell won 
the various opposition parties an unpre- 
cedented total of 69 seats in parliament 
and 144 in state assemblies. The then 
Alliance government won by a narrow 
margin, with 74 parliamentary seats and 
182 state seats. (In 1982, only 14 par- 
liamentary seats and 30 state seats went 
to the opposition. ) 


The prevailing atmosphere of dis- 


content does not, however, signal a 

change of government. The National 

Front will almost definitely win the elec- 

tion. But the government itself is pre- 

pared to lose as many as 25 out of the 

132 parliamentary seats it won in 1982, 
 confided one Umno source. 





his own reputation in supporting Harris 
with his now famous “we'll sink or swim 
with Berjaya,” ¢ampaign line. Berjaya's 
defeat was at least a slap at his image, 


and the loss of resource-rich Sabah to | 
opposition hands, no matter how malle- | 


able that opposition, was politically up- 
setting. 


k ut events since have made Mahathir, 
judging by public comments. in 
newspapers, appear a bad loser. His 
silence in the face of Usno's war of attri- 
tion on PBS — in staging a walkout at 
the first Sabah assembly sitting and 
boycotting almost all sittings since, 
Mustapha's crucial legal suit challeng- 
ing the validity of Pairin's appointment, 
and a series of distracting by-elections 
— is perceived as tacit federal support. 
Replying to reporters on the timing of 
elections, after chairing a National 
Front supreme council meeting in 
November, Mahathir said of political 
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Predominantll Chinese seats will be 
particularly af ġ 


ers admit thatWuge allocations of fed- 


eral funds to CIinese new villages and | - 


the granting of Ẹitizenship to Chinese 
permanent resid@ts could help. 

Gerakan, a ngilti-racial but predo- 
minantly Chine party in the National 
Front hopes it cffn intercept the Chinese 
votes. 

Meanwhile, oth Sabah and penin- 
sular National Front sources concede 


that PBS has a strong chance of winning — 
the Sabah parliamentary elections. 


The battle for the Malay vote is still 
where the largest question mark lies. 


Although Pas is acknowledged to have | 
made inroads, the extent of new ground | 
gained since Pas’ metamorphosis in f 


1982 under its present younger leader- 
ship, is yet untested. Pas will almost cer- 
tainly put up a better performance than 
its five parliamentary-seat win in the last 
election. 

But Pas does not want just to in- 
crease its presence in state assemblies 
and parliament. It would like to control 
at least one state — the most logical 
being oil-rich Trengganu. oO 


uncertainties in Sabah: “We are not 
sure who is the chief minister as there is — 
a wrangle going on.” 

Rather obviously, the federal gov- 


ernment is keeping the PBS govern- |. 
ment at arm's length — and condonesa | 
Berjaya-Usno pact. Eight months after | 


the PBS won and applied to join the co- 
alition, Kuala Lumpur has still not said 


a word. At a Sabah by-election in Ulu 1 


Padas in October, Berjaya and the op- 


position Usno, which had itself been | 
kicked out of the National Front in | - 


1984, both campaigned under the Na- 
tional Front banner — and lost. 

Public faith in Malaysia's practice of 
democracy has thus been shaken, espe- 
cially among the more educated, urban 


Malaysians. More distinctly, it has | | 


alienated some sections of the Sabah 
population, a particularly 
group, who feel that their votes count 
for nothing before the might of federal - 
will. Careful handling of federal-Sabah — 
relations is vital because of the lingering 
Filipino claim on Sabah, noted a poli- 
tical scientist. Alienating Sabah is 


risky when neighbours are eying its | 


riches. 


take risks. Since June, government 
workers seeking pay revisions had pic- _ 
keted and held “information rallies” in e 
various towns, after office hours. In Oc- 
tober, with its back to the wall, 
Cuepacs, the government employees’ 
union, threatened a nationwide strike in 
January 1986 if the government did not 
agree to discuss their demands. 
Mahathir remainéd unmoved and re- 
fused to meet those who “held a gun” to 
his head. In the process, he risked - 
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, though MCA lead- | 


sensitive — 


Mahathir certainly is both strong | 
enough and uncompromising enough to 





€ 






EJ 


Rd RT Uwe 


00 workers — ie 
ene support. Sev- 


be T NIS 


~ 


{ llienating some 75 ) 
f- Pháchbone of govern 
| eral government empR gees at various 
| levels resented what Mey called this 
| roughshod treatment fespecially when 
| comparisons were Jirawn between 
| fixed-income, and thfrefore fortunate, 
government workersWand farmers and 
ishermen with their \nore precarious 
incomes. 

4 Mahathir’s line th@ civil servants 
| should be more gratul and that in 
| meeting their demands government 

| would be forced to deprive poorer sec- 

| tors of the population was really a clas- 
| sic attempt to divide and rule, observed 
| a oem scientist. Finally, on 30 Oc- 
| tober, Mahathir capitulated and met 
| union leaders. The strike threat was 
| called off when the government finally 
| agreed in principle to a pay rise at some 
pee date. 

1" o be sure, Mahathir has been 
_ judged rather more harshly than his pre- 

| decessors. Because of his own energetic, 

| self-confident image, expectations of 

. him were higher. He swept into office 


Ry 


| a promised that his government would be 
| “clean, efficient and trustworthy,” that 
| in trade Malaysia should “look East,“ 
that "privatisation" would be a trend 
| and that in its economic performance, 
| the country should think of itself as 
-| “Malaysia Inc.” 





A oday, the initial fervour of the “look 
East" policy has toned down con- 
Basis. though not before local en- 
trepreneurs privately accused Mahathir 
| of selling the country to the Japanese. 
_| And if the National Front tries to use 
| the “clean, efficient and trustworthy” 
‘ pun again, it will be laughed off the 
E Epor n stage, one political analyst re- 
| marked. Indeed, one by one, the slo- 
| gans have become obsolete. 
| . The M$2.5 billion (US$1.03 billion) 
| Bumiputra Malaysia Finance cor- 
| ruption scandal proved the first major 
| erosion of the much-touted clean 
ia image. eee parties went to town 
b. on it and have not stopped. Mahathir 
| has declared it is the government's pre- 
I  rogative, as the largest shareholder in 
| the parent Bank Bumiputra, whether or 
| not to make public the recently com- 
if ee pleted final report by the committee of 
| inquiry. Malaysians, however, will cer- 
tainly interpret this as a possible cover- 
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| But both supporters and detractors 
| will agree that Mahathir has made for 
.| continuous excitement on the Malay- 
p sian political scene in his four-and-a- 
* half years as prime minister. Alone, he 
_ has dominated events in the country 

more than either of his two immediate 
predecessors, Tun Hussein Onn or the 
ate Tun Abdul Razak, had in their 
time. Not easily ignored, Mahathir is 
. either admired or resented, but even in 
. the VIAE very few feel ambivalent 
EUon h im. — Suhaini Aznam 
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Godfather party runs —— — 






short of Islamic pump 





NER To Malays, Umno has 
Ext always been a genial 
father-figure. With its 
appeal rooted in 
Malay nationalism, 
Umno — the domin- 
ant party in the ruling 
. National Front coali- 
tion — has made sure that it took good 
care of its god-children. But with the 
economic downturn, Umno will find it 
difficult to deliver its usual “develop- 
ment plums” to the rural Malays who 
make up the bulk of its members and 
supporters. 

“Umno has always thrived on Malay 
expectations,” noted a Malay political 
observer. “Suddenly my patron can no 
longer provide. Umno will be tested to 
the hilt this next election.” 

And it is unrest among Malays, 


on a wave of new-direction slogans. He |, urban and rural, which poses the great- 


est threat to Umno. Its only direct rival 
for the Malay vote, the opposition Pas 
has been noticeably regaining lost 
ground in old Pas strongholds in the 
states of Kelantan, Trengganu, Kedah 
and Perlis. It has also claimed to have 
made inroads in northern Perak and 
some parts of Pahang, Negri Sembilan 
and Johor. 

Although Pas does tend to attract 
Malays from poorer rural areas, a 
nationwide Islamisation trend has also 
widened its appeal to include those who 
see the inclusion of more Islamic fea- 
tures in law and administration as desir- 
able. An Islamic state no longer seems a 
far-fetched or ridiculous idea on univer- 
sity campuses or even among some 
Muslim lawyers. 

Umno’s biggest Islamic crowd pleas- 
ers — most prominently, Agriculture 
Minister Anwar Ibrahim, Trengganu 
Chief Minister Datuk Seri Amar Wan 
Mokhtar Ahmad and newcomer 
Mohamed Yusof Mohamed Noor, dep- 
uty minister in the Prime Minister’s De- 
partment — have busy schedules in by- 
election campaigns to counter the Pas 
appeal in Malay areas. 

All three have fine Islamic creden- 
tials. Before joining the government, 
Anwar was the president of the Muslim 
Youth Movement (Abim) and is known 
to be highly regarded in international Is- 
lamic circles. Mokhtar, a graduate of 
the prestigious Al-Azhar University in 
Cairo, was brought up in an Arabic 
school tradition as a boy in Trengganu. 
Yusof holds a Ph.D in Islamic studies 
from Cairo University and was the dean 
of the Islamic Faculty at the Universiti 
Kebangsaan Malaysia. 

The government has tried to fulfil 
Malay expectations for greater govern- 
ment-sponsored Islamic activity with 
the setting up of Bank Islam, Interna- 
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tional Islamic University and the 
Syarikat Takaful, a Muslim insurance 
system launched in August. 

Unfortunately, their value as elec- 
tion carrots has dimished somewhat, 
having been overplayed in the 1982 
campaign. Moreover, none of these 
projects have really had mass impact, 
either because they are still compara- 
tively new, or because in the case of the 
university, it can only accommodate a 
few thousand students. 

Today, Malay Muslim sentiments 
have gone beyond asking for a new mos- 
que or religious school. Meeting de- 
mands for an Islamic legal system and 
national constitution are rather more 
difficult for the government which, des- 
pite its concessions to Muslims, is also 
very aware of non-Muslim anxieties. 

The more Umno tries to match Pa 
the more “fundamental” Pas has to l- 
to offer an alternative, observed a 


Anwar: Islamic credentials. 


Chinese leader. Some expect that 
within Umno itself, a Muslim “ex- 
tremist" group will emerge. This pros- 
pect worries the country's 49% non- 
desc As a ranking MCA Kader put 

“That would not be good \news for 
db 







Ithough still far from being 

to the MCA, Pas' new strateg 
wooing Chinese to its talks on Isla 
conducted in Mandarin, has: lex 
Chinese leaders unsettled. Turnout de- 
pends on the size of the surrounding 
community but their interest and ques- 
tions on Islam are lively. While Pas itself 
does not expect to win Chinese votes 
yet, it hopes to break down innate non- 
Muslim prejudice towards it | 
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The‘party’s efforts to win over non- 
Muslims is explained to Muslims as an 
attempt to educate and familiarise non- 
Muslims with Islam, and thus by break- 
ing down prejudices eventually to 
spread the faith. As an election ploy. 
Pas can eventually hope to gain some 
non-Muslim opposition votes in rural 
communities where they come up 
against the National Front in a head-to- 
head contest. 

But it is still Pas’ influence among 
Malays that worries Umno most. Fight- 
ing between 400 villagers and 200 police 
near Baling in Kedah in November 
underscores the influence wielded by in- 
dividual religious teachers. Following 
that unprecedented clash, ceramahs (re- 
ligious-cum-political lectures) were 
banned in all four traditional “Malay 
states” plus multi-racial Penang and 
northern Perak, raising cries of “unfair” 
from Pas. That ban was lifted on 17 De- 
cember. 

The power of Pas’ ideology is ready- 
ade. Islam is all-encompassing in rural 

immunities and no Muslim would dare 
question in public its right to rule Mus- 
lim social and political behaviour., 






Kedah mosque: not enough. 


Umno's ideology — Malay rights and 
interests — does not have quite the 
same emotive pull. And the further 
away MMlay politics moves from the col- 
onial independence struggle, the less 
persuafive Malay nationalism appears 
to its fncreasingly younger members. 
Mahathir, said well-placed Umno 
sofirdes, would like to see the country 
rough 1990 when the New Economic 
Policy (NEP) formally expires. The 
EP will then be replaced by the Na- 
tional Economic Policy, whose 
guidelines have yet to be announced, 
but Chinese and Indians already fear 
that these will not be all that different 
from the principles laid out by today’s 
NEP. 
Some}Umno officials believe that 


FAR EASTERN ECON NA geen ANUARY 1986 


Deputy Prime Minister Datuk Musa 
Hitam may lack the inclination to push 
for a continuation of policies favouring 
the predominantly Malay bumiputras. 
Certainly, political observers note that 
thé longer Mahathir remains in office, 
the slimmer Musa’s chances of succeed- 
ing him, as Mahathir's “boys” consoli- 
date their positions or younger team- 
members rise. 


A Umno's annual general assembly 
in September, Mahathir appeared 
to have consolidated his position in no 
uncertain terms. Umno treasurer Daim 
Zainuddin, whom Mahathir appointed 
finance minister in 1984, and Umno 
Youth chief Anwar — both reputed 
“Mahathir men" — were well received 
by delegates. 

Musa himself made a speech that 
read, given the Malay style of indirect 
speech, as a willingness to compromise, 
at least temporarily. The face of Malay 
unity was preserved and Mahathir 
emerged looking completely in charge 
within his own party. Although at the 
age of 56 in July 1981 Mahathir was 
older than his predecessors when as- 


suming office as prime minister, he still 
has many more plans for the country 
that he would like to bring to fruition. 
But since early this year it has been 
noticed that Musa has been taking some 
tough stands and making some strong 
pronouncements each time Mahathir 
was abroad. On those occasions, Musa 
came out from behind Mahathir’s 
shadow, said an Umno observer. The 
most prominent of these were: 
» Issuing the first shape up or ship out 
warning to the embattled MCA last De- 
cember. 
» Relocating the controversial Papan 
nuclear waste dump in Perak last Jan- 
uary. 
» Sabah — where Musa decided to rec- 
ognise the Sabah election results instead 
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On each occasion, Musa si: 
he was prime ministerial m. 4. 
“Musa is a master strategist,” conceded 
a political aide in a rival camp. He 
doesn't have to show his hand. He just 
plays a waiting game, and allows events 
to show up others.” 

Mahathir faces resentment from 
other groups within Umno, for breaking 
tradition and placing newcomers high 
up in the party hierarchy — bypassing 
old, deserving stalwarts. The meteoric 
rise of Daim and Anwar are only the 
most obvious examples. 

Differences of opinion surround the 
political future of Daim's predecessor 
Tunku Razaleigh Hamzah. Razaleigh, 
now trade and industry minister, has 
been keeping an extremely low profile 
since losing the Umno deputy presi- 
dent's post, for the second time, to 
Musa in 1984. But while some Umno 
sources write him off as a serious Umno 
contender, others maintain that without 
even trying, Razaleigh still holds sway 
in his home state of Kelantan, and possi- 
bly in parts of Trengganu and Pahang as 
well. 

More dangerous for Mahathir is the 
theory — coming from Umno politi- 
cians themselves — that former arch-ri- 
vals Musa and Razaleigh may form à 
pact to challenge Mahathir; a theory 
which has never quite been quelled de- 
spite having been laughed off at the 
Umno general assembly. 

Inevitably, given the NEP targets, 
Mahathir's term of office has also coin- 
cided with spiralling economic aware- 
ness among Malays — especially, it 
seems, Malays in Umno. Not surpris- 
ingly, therefore, money politics in 
Umno has reached epidemic propor- 
tions at this time. 

Umno leaders themselves public- 
ly berate the practice of buying sup- 
port from delegates, for positions 
even at branch and division levels. At 
higher levels, including the Supreme 
Council, the dollar value of the "car- 
rot" is necessiarly greater. 


— Suhaini Aznam 
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than most, Ma- 
boom or bust 
ny rides the un- 
able rapids of 
ym trade. Some- 
D di a rush of 
m a a s 
a E buoyant prices pitches 
amm! the economy forward 
at a dizzying pace; at other times the 
currents of overseas demand slacken, 
leaving exporters bobbing listlessly or 
even high-and-dry. All this means fluct- 
uating business confidence, even at the 
| best of times. 
| In 1985 the commodity downturn has 
| hit virtually all Malaysia's exported 
- commodities at once. Moreover, the 
price slide comes on top of. a stockmar- 
ket crash; renewed controversy over a 
bank scandal; investment paralysis in an 
opposition-ruled state; depositors' runs 
on several savings institutions, and 
growing unemployment — all in the sec- 
. ond half of 1985. “When the business 
. climate deteriorates,” a deputy minister 
remarked recently to the REVIEW, “so 
| also does the political mood.” 
| The usual stream of money from tin, 
| rubber, petroleum and palm oil has run 
| drier in the last quarter, with most 
| analysts expecting parched months 
| ahead. Over-committed price-propping 
| by the International Tin Council col- 
| lapsed in October, closing metal ex- 
| changes in London and Kuala Lumpur 
| and wreaking havoc on Malaysia's limp- 
ing tin industry — still the world's 
_| largest. This impacted on already bad 
. natural rubber market sentiment — also 
| artificially buttressed by International 
Natural Rubber Organisation (Inro) 
' buffer-stock buying. Rubber prices 
took a further beating, plunging to their 
| lowest level since 1981 and forcing 
| further Inro intervention. 
| . Official forecasts say it all; rubber 
| will yield 32.4% less in 1985 than in 
| the previous year. Tin will bring in 
| 18% less. Once the twin pillars of 
| Malaysia's economy, rubber and tin 
| earnings have declined to just 1196 of 
| export receipts (down 3% from 1984) 
- | but these industries still have a dispro- 
| portionate effect on employment and 
. small business cash-flow. Although the 
X tin fiasco has hurt only a small pocket 
| of the country, the acceleration of the 
| industry's already dismal trend has dealt 
1 a serious blow to local businesses in 
| Perak. 
| The political consequences of stag- 
| nant natural rubber prices are poten- 
| tially more dramatic: rubber smallhold- 
| ers comprise mainly Malay families as 
| well as resettled (and overwhelmingly 
.| Malay) farmers on the government's 
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land-clearance schemes. Estimates of 
those directly dependent to some de- 
gree or other on rubber come to 2 mil- 
lion people, excluding wage-earning 
(and largely Indian) estate workers. Po- 
litical rumbling from smallholder areas 
is already perceptible and few politi- 
cians are unaware that the recent Baling 
shootings occurred in a Malay rubber 
smallholders district. 

Another commodity has caused con- 
cern during the past several months. 
Malaysia’s “golden crop" — palm oil — 
had run into market over-supply prob- 
lems by September, dropping to M$600 
(US$250) per tonne levels, though re- 
gaining much strength in the first half of 
December (to around M$900/tonne ). 
Much of its monthly production sat in 
tanks as the ability of neighbouring 
RR 
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countries to offer cheaper prices and 
easier credit compounded a seasonal 
glut. Also in December, an announce- 
ment from New Delhi — that India, a 
major customer, is considering procur- 
ing the product from elsewhere — sent 
another bearish shiver through the mar- 
ket. The Treasury expects a 12% drop 
in palm oil earnings in 1985, compared 
to 1984. 


ph the most problematic com- 
modity is petroleum — the big re- 
venue hope of Daim's 1986 budget 
(REVIEW, 7 Nov. '85). Officially Malay- 
sia plans to hoist production by 20% to 
raise earnings by.16% over 1985. The 
decision by Opec — to which Malaysia 
does not belong — to preserve market 
share (rather than support existing price 


pi rA 


> -. L LX a, 
à eee w^ er es t a 
£z r a B zi P - H x. 
cie m s 












a= 








-- — E 










levels) briefly seħ, ,apanese spot ptices 
down to U 3224, Parrel; many fear 


benchmark prices wilalso slide down to 
this level — or ever iower — once the 
winter in the northez yhemisphere ends, 

Treasury figures show Malaysia de- 
riving 21.7% of export receipts from 
petroleum during 1985; the proportion 
of government revenue derived in one 
way or another from oil earnings is even 
higher. In addition, the wholly govern- 
ment-owned. petroleum corporation, 
Petronas, periodically has helped to in- 
ject liquidity in. faltering enterprises 
(such as Bank Bumiputra Malaysia) or 
to put up cash as needed for once-off, 
big-ticket purchases (such as a new pas- 
senger aircraft for the national airline). 
With reduced earnings already reflected 
in slowed exploration, this convenient 
function may become less viable. 

Because business and political links 
are so closely drawn in Malaysia, bad 
news has a rapid multiplier effect — re- 
tarding re-investment or putting off 
business expansion decisions. The poli- 
tical uncertainty following the electic 
of Sabah’s newly formed oppositio 
PBS, for example, has reinforced con- 
tinuing doldrums in the timber business, 
leading to a virtual cessation of new in- 
vestment decisions there. And in Penin- 
sular Malaysia the bad scare following 
the near-collapse of Pan-Electric Indus- 
tries (leading to an unprecedented stock 
exchange suspension on 2 December 
and a crash in quoted prices when trad- 
ing resumed on 5 December) has also 
crimped sentiment. Meanwhile, behind 
these developments, the government's 
initial unwillingness to release a final 
report on Bank Bumiputra's Hongkong 
loans scandal, reinforces a belief that 
the government fears the political con- 
sequences. 

This relentless progression of busi- 
ness and export sales reverses has had a 
cumulative effect on sentiment — which 
had to struggle with tight credit and a 
money market deeply exposed to pre- 
stige property development projects 
Worries about the health of the finai 
cial system — though firmly refuted by 
central bank action each time it surfaces 
— continues to cause jitters. 

Major depositors’ runs on savings 
have occurred twice this year and 
central bank governor Datuk Jaafar 
Hussein recently told the 
jokingly that he was “beco 







Bank experienced a run. So ha 
eral smaller institutions and, 
recently, Supreme Finance — 
to newly elected MCA president.Ta 
And, if this is not enough, well-in 
formed rumours have swept Kuala 
Lumpur about deep indebtedness and 
dismal  cash-flows afflicting major 
public listed companies while continu- 
ing retrenchments by manufacturing 
industries — notably (but by no means 
exclusively) foreign electronics firms — 
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business — communitys prevailing 
bearishness. *Some pessimists are over- 
looking achievements that are to the 
government's credit,” one bank 
economist said. 

Although the finance minister's ear- 
lier bullishness and his preoccupation 
with stockmarket stimulation have at- 
tracted derision, some of the govern- 
ment's confidence-boosting steps are 
not necessarily stockmarket-oriented. 
A M$1 billion investment fund (for spe- 
cial-priority productive sectors), new 
and greatly liberalised foreign invest- 
ment rules and the setting up of a petro- 
leum-based national trust fund to guard 
against too rapid exhaustion of natural 
resources have won acclaim. 

Other policies are taking hold. Al- 
though slow in coming, the privatisation 
policy finally took a tangible form with 
the convincing oversubscription by the 
public to the float of hitherto gov- 
ernmen-owned Malaysian Airline Sys- 

>m and its listing on the local stock ex- 
hange on 16 December. Similarly, 
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other plans to privatise the Telecom- 
munications Department and, more im- 
mediately, the Malaysian International 
Shipping Corp. are proceeding. 









he gpvernment has also given the 

green light, in principle, to another 
otengally radical policy: liberalising 
alafsia’s money market in order even- 
tugfl¥ to allow interest rates to reflect 
Æ tie cost of money. Besides the in- 
icate problem of captive government 
Securities foisted on a captive pension 
and insurance funds market, the largest 
immediate impediment to these plans 
now seems to be the government's cred- 
it expansion policies. Despite tight 
money market conditions, the central 
bank has twice decreed drops in bank 
lending rgtes during 1985. Oo 
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By Mohan Ram in New Delhi 


n the eve of its centenary cele- 

brations, Prime Minister Rajiv 
Gandhi's Congress party has suffered a 
distinct electoral setback. The string of 
seven contests to fill vacancies in parlia- 
ment was a test of his popularity a year 
after he had rolled up a massive victory 
for his party to legitimise his succession. 
In the 16 December polls, his party lost 
one of the five seats it held and the other 
four were retained with vastly reduced 
margins. Despite the erosion of the 
party's electoral base, it does not affect 
the power structure at the centre or in 
the states under Congress rule. 

But more stunning to the Congress 
was its debacle in Assam, the troubled 
northeastern state where a three- 
month-old ethnocentric local party, the 
Asom Gana Parishad (AGP), emerged 
as the largest single group in a 126- 
member legislature, with the Congress 
running a poor second. Assam is the 
second state the Congress has lost in 
three months: in September, the Akali 
Dal won Punjab, a Sikh-majority state. 

Elections in Assam followed an 
agreement Gandhi pulled off with the 
leaders of a six-year-old agitation there. 
The agitation, launched by Assamese 
students, was primarily for the deletion 
of the names of illegal non-Assamese 
immigrants from the voters’ list. 

Underlying the agitation was the 
threat the ethnic Assamese perceived to 
their identity from a growing influx, 
mainly from across the Bangladesh bor- 
der which they thought had already re- 
duced them to a minority. The student 
agitation developed into a larger move- 
ment for the detection and deportation 
of all illegal immigrants since 1951. 

The disturbed conditions in Assam 
did not permit the holding of a census 
there in 1981. Had the census been held 
and a new voters’ list prepared, the huge 
size of the illegal immigrants from 
Bangladesh would have been clearly 
identified, adding further fuel to the 
ethnic agitation. Meanwhile, New Delhi 
called for elections to the Assam legisla- 
ture in 1983 — to fulfil constituional re- 
quirements — but the agitators would 
have nothing to do with an election 
based on an old and suspect voters’ list. 

The ethnic Assamese boycotted the 
poll effectively but others insisted on 
voting, resulting in the bloodiest election 
in Indian history. Although the Con- 
gress party won that election, the 
Assam issue remained deadlocked. 

Gandhi, who in July last year had 
reached an accord with moderate Sikh 
leaders to end the five-year-old 
separatist agitation in Punjab, ended 
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An upset in Assam 


THe ruling Congress party runs a poor second 


the impasse in 
promise with t 


ssam through a com- 
agitation leaders on 15 
August. The rgain ingredients of the . | 
agreement wek that all aliens who 
came to Assam between 1961 and 1971 
were to be disenfranchised for 10 years. 
The Congress ministry and the 1983 | 
legislature were to be dissolved and | 
fresh elections held. All post-1971 im- | 
migrants were to be expelled. 

Gandhi could now tell the nation | 
that he had solved the two major | 
domestic problems he had inherited | 
from his mother. The Assam agitators | 
claimed the agreement was a victory | 
just as the Akali Dal did in Punjab. h 
With a stake in the agreement, the 
forces allied with the students formed 
the AGP to contest the elections. 

The Congress party had a vested in- — 
terest in illegal immigrants because they 
swelled its vote bank. The immigrants | 
saw the agreement as a betrayal of their 


interests by New Delhi. |» 
I: the past three months over 2 mil- | 
lion claims and objections had to be | - 
processed while revising the voters’ list | 
and up to 1 million were disenfranchised |. 
under the terms of the agreement. Al- 
though New Delhi rushed through alaw | 
guaranteeing all other non-voting | 
citizenship rights to the disenfranchised | 
there was immense resentment. n" 
To allay the fears of the Muslims, E 
Congress leaders went about whisper- a 
ing that the agreement was only a scrap 
of paper and no immigrant would be ex- |. 
pelled. But the immigrants formed a |. 
new party of their own — the United | 
Minorities Front (UMF) — even as the — 
AGP was saying that it was only against 
foreigners and not Muslims. | 
The Assam vote reveals an ethnic | 
polarisation. The Assamese who want | 
the post-1971 immigrants deported |. 
have voted for the AGP. The showing | 
of the UMF was good in the districts | 
where most Muslim immigrants, who | 
oppose the agreement, live. The sup- | 
port of the tribespeople went to their | 
own party — the Plains Tribals Council | 
of Assam. The rest of the vote was gar- 
nered by other parties. “It is a fractured 
society and fractured politics," says a 
political scientist. I 
The emergence of a dominant AGRA 
and the polarised ethnic situation pres- — 
ages more conflict over the agreement. | 
It could lead to a new confrontation be- | 
tween Assam and New Delhi which | 
has to reckon with the international im- — 
plications of deporting aliens with | 
Dhaka claiming that none of its citizens _ 
have entered India illegally. n 
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CHINA 





Reaping pnly what is sown 


Grain output declihes as peasants turn to cash crops p 





to be considered a disgster — a declin- 
ing grain harvest. Wile emphasising 
that grain figures should show a general 
upward trend, the Chinese Communist 
Party (CCP) media have claimed that 
the reduced harvest this year can easily 
be rectified next year and in years 
ahead. 

However, some of the official com- 
mentaries have referred back to com- 
ments on the Chinese economy made at 
a special party conference in September 
1985 by Chen Yun, the veteran econo- 
mic planner. Chen publicly challenged 
the economic policies being followed by 
elder statesman Deng Xiaoping, with- 
out mentioning him by name. Chen said 
in particular that there could be “no sta- 
bility without agriculture.” 

The Peking Economic Daily has as- 
cribed the shortfall in grain production 
to three main factors: reduction in farm- 
land area sown to grain, poor manage- 
ment and natural disasters. 

Reduction in grain acreage this year 
was 300% higher than the average for 
the preceding six years, the period over 
which the new reforms in agriculture 
were implemented with the abolition of 
the people’s communes and a virtual re- 
turn to private farming throughout the 
country. The smaller area devoted to 
grain reflects the increasing popularity 
of cash crops, which make more money 
than grain, and the growth of rural 
industries that syphon labour off the 
land. 

While cautioning against panic in the 
face of reduced grain output and stor- 
age, the official media have insisted that 
grain is still of key importance in the 
country’s economy and must be care- 
fully handled to avoid a gross imbalance 
in national product. 

The People’s Daily, the CCP’s offi- 
cial mouthpiece, has taken a somewhat 
conservative view, citing Chen as say- 
ing: “Feeding and clothing a billion peo- 
ple constitutes one of China’s major po- 
litical and economic challenges, for 
grain shortage will lead to social disas- 
pet." 

Last year's grain harvest totalled ap- 
proximately 400 million tonnes, a re- 
cord. China became a net exporter of 
foodgrains. Nonetheless the population 
is still increasing, and there is much 
need for improvement in the quality and 
variety of grains, not just the quantity 
available. Greater consumption of 
rice and wheat by humans will make 


more coarse grains available as animal 
feed. 


28 


An important problem that has ac- 
companied the past few years’ growth in 
peasant incomes has been the squeezing 
of them by local officials, on every 
imaginable pretext. The party central 
committee and the state council issued a 
circular on 1 November banning such 
practices but they are unlikely to disap- 
pear overnight. Rural officials in some 
places have even set up roadblocks to 
levy charges on travellers. 

Shaanxi province’s government has 
issued a circular banning illegal levies. It 
said: “Most areas are now wantonly ap- 
portioning charges, raising funds, col- 
lecting money from peasants and impos- 
ing fines on them far beyond their 
capacity [to pay].” It sounds almost 
as if the landlords or imperialist ma- 
gistrates of pre-communist days were 
back again. 

In Sichuan, officials of the agricul- 
tural bank have been accepting illicit 
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Agricultural workers: important for the future. 


gifts, including money in “lucky” red 
envelopes. 

Although there have been many 
exaggerated reports in the press about 
*10,000- Yuan households" and peasants 
becoming rich by cultivating silkworms 
or rabbits instead of growing grain, 
most of them are still poorly off and 
some still do not have enough to eat or 
wear. 

CCP General Secretary Hu Yaobang 
recently visited Shaanxi province and 
noted the wide discrepancy between 
peasants' incomes on the plains and in 
the mountains. Although the mountain- 
ous areas have considerable potential 
for development, their inhabitants are 


generally poorer than those,on’ the : 
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plains. 

With his characteristic enthusiasm 
for quick solutions, Hu urged the peas- 
ants to organise more animal husbandry 
and grass and tree planting in the moun- 
tains. But he simultaneously called for a 
reining in of the present craze for house- 
holds to work in special tasks rather 
than farming and the setting up of too 
many rural industries. 

In a further criticism of. some 
shortcomings of the economic reforms, 
the People's Daily has criticised “a small 
number of comrades" who want to 
abandon the contracted responsibility 
system, which is the centrepiece of the 
economic reforms, enabling as it does 
the peasants to agree voluntarily to de- 
liver a certain quota of produce to the 
state and to freely choose what crops or 
other tasks they would concentrate on 
for their own livelihood and cash earn- 
ings. 


U nder the previous system, before the 
communes were abolished, the loc 

authorities at the commune, briga« 

and production-team levels set produc- 
tion quotas in accordance with the 
central government's requirements. 
Peasants were discouraged from pur- 


p 





suing sidelines or growing food for 
cash sale — except on a very small 
scale. 

That system, the party organ said, 
had led to a worsening of the qMality of 
farm products and stagnant prod&ction. 
Output was not linked to marMeMde- 
mand. Under the new system, tlfe pxo- 
duction of grain should be governed By 
the laws of supply and demand, it said 
Some localities had failed to implement 
the contract system and changed their 
methods in name only. 

However, Vice-Governor of Hubei 
province Guo Zhenggian recently de- 
fended Chen's warnings about the dan- 
gers of reducing grain oytput and 
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added; *Readjustment of the agricul- 


tural séructure must be done in a plan- 
ned and measured way. We cannot have 
everyone reducing the grain areas as 
soon as readjustment is mentioned. We 
must ensure that the masses are 
launched to grow grain on all suitable 
land. We must maintain steady growth 
in grain output." 

These differences of emphasis in of- 
ficial pronouncements clearly indicate 
an intense debate between the support- 
ers of Chen and those who favour 
Deng's policies as implemented by Pre- 
mier Zhao Ziyang. 

Zhao's ideas on economic reform 
were first tested in Sichuan province, 
and it seems the leadership there is 
happy with the results in agriculture at 
any rate. Provincial party first secretary 
Yang Rudai said last month: "In spite of 
the reduced grain output this year, we 
should not take an incorrect view of the 
situation on that account. We must 
persevere in the second stage of re- 
forms. We must not give up and re- 
teat just because some problem 
arises." 

Agricultural pests — such as wheat 
rust, rice blast and insect swarms — 
seem to have been particularly harmful 
this year, partly because the peasants 
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have been neglecting to spray pesticides 
as theMhave found more lucrative work 
to do. JWater conservancy projects in 
some places have also suffered from 
negleft because the peasants care less 
for the collective economy than before. 
Under the policy of quadrupling na- 
nal output between 1980 and the year 
000, agriculture is of great importance. 


It is hoped to reach Rmb 1 trillion | 


(US$312.5 billion) in total farm output 
and peasant per capita. incomes of 
around Rmb 700 in the rural areas. 
Grain output should be in excess of 
Rmb 500 billion, and people should be 
eating more high-protein foods in pref- 
erence tà grain. IR 
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Gandhi and Zia step up efforts to improve tied 


By Salamat Ali in New Delhi 


i ndia is maintaining a brisk diplomatic pace to devel 

continental neighbours, — atis of a breakthropgh in relations with at 
least three countries: Pakistan, Bangladesh and Nepa& The important factor 
in the unfolding scenario is the personality of Indian Prime Minister Rajiv 
Gandhi, credited by many with a desire to break new ground. 

Meeting President H. M. Ershad of Bangladesh in the Bahamas in Oc- 
tober, Gandhi guaranteed him Dhaka's share of the Ganga waters dry-season 
flow pending a permanent settlement of their longstanding water dispute. 
Next, during the recent summit of the South Asian Association for Regional 
Cooperation (Saarc), he agreed with Ershad on a cooperative effort to counter 
tribal insurgency in Bangladesh's Chittagong Hill Tracts and India's Tripura | 
and Mizoram territories. | | 

Gandhi also declared his willingness to consider a Nepal-Bangladesh pro- | 

| 
| 


i 
| 
i 
t 
cordiality with its Sub- 
| 
| 


posal for multilateral development of water resources. Earlier, he had assured 
Sri Lanka that he would not let Tamil guerillas use India as a base and sought 
talks between the Sri Lankan Government and Tamil militant groups. 

The latest move is the joint announcement on 17 December by Gandhi and 
President Zia-ul Hag of Pakistan that they had agreed on several steps to nor- 
malise Indo-Pakistani relations. At the conclusion of Zia’s visit, Gandhi said 
at a joint press conference that the two countries would quicken the pace of 
normalisation. Zia, who was more effusive, remarked: “In such a short time 
we have achieved so much and in such a cordial atmosphere.” 

In the South Asian quest for close inter-state relations, the Indo-Pakistani | 
relationship is of pivotal importance not only because of the long history of bit- 
terness between the two countries, but also because Pakistan remains the only 
potential military challenger to India's might in the region. Both have been ar- 
guing for some years on the merits of their rival proposals — Pakistan's no-war 
pact and India's treaty of friendship, cooperation and amity. 

However, the first step in this direction was taken at the Saarc summit 
whose charter excluded the use and threat of force in settling mutual differ- 
ences. At the end of Zia's New Delhi visit, the two leaders announced their 
mutual commitment not to attack each other's nuclear facilities. 

Other steps include a meeting in early January between the two countries 
finance ministers to be followed by consultations by officials of the Indo- 
Pakistan Joint Commission to expand and diversify economic contacts. Pakis- 
tan is expected to boost its trade with India by liberalising its import policies. 
The purchase of high-grade Indian iron ore is to be given priority. 

The current highly restrictive travel policy between the two countries is fo 
be revised under the decision to increase people-to-people contact. The exist- 
ing visa restrictions of both countries discourage travel across the border, as 
visas are granted only for specific purposes and for specified towns, subject to 
the traveller reporting his arrival and departure to the police. The introduction 
of better telephone links, including direct-dialling, is also on the cards. 

Foreign secretaries of the two countries are to meet at Islamabad in 
January to *merge" the drafts of the two rival proposals to ensure enduring 
peace and stability in relations. Gandhi himself is scheduled to pay an official | 
visit to Islamabad in the first half of 1986. The two sides have also decided to 
negotiate their differences over the Siachin glacier area in northern Kashmir 
which has been the scene of clashes in recent months. 

However, as Gandhi pointed out, there are still other controversial issues 
which remain to be settled. He said: *We have taken the first step today and 
nothing more yet." The first step forward is the ability to identify the irritants, 
discuss them frankly and resolve to eliminate them speedily. Gandhi and Zia 
discussed India's complaint of Pakistan's alleged harbouring of and abetting 
Sikh terrorists. According to Zia, he too made some identical complaints 
which he did not elaborate upon but added that both sides had agreed to go 
into details of each other's complaints and satisfy each other. 

Similarly, Gandhi said that there were certain aspects of Pakistan's nuclear 
programme that needed to be clarified, but “the most important thing is that 
the two countries will not attack each other's nuclear facilities." 

Asked whether he had given up the claim of Kashmir, Zia said: "We have EI 


decided to start with areas of agreement and leave out disagreements for the 


time being. Kashmir will come at a proper time." 
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t the inception of the South Asian 
Association for Regional Coopera- 
tion (Saarc), the UTE members es- 
tablished two ground rules, which best | 


explain why the South Asian Seven had 
-$o long resisted the fashionable, and in 
many ways, sensible trend towards re- 
| gional cooperation. 


First, all formal discussion of bilat- 


eral and contentious issues was forbid- | 


den. Secondly, every Saarc decision had 
to be unanimous. Any inclusion of bilat- 
eral problems would have been an in- 


stant invitation to open the biggest pan- 
dora’s box in the world. The problems 


between India and its neighbours range 


from boundary disputes to the presence | 


of expatriate dissidents and their sub- 
versive cross-border activities, to nu- 


clear issues, trade and illegal immigra- 
tion and the sharing of river waters — to 


name a few of the more abrasive issues. 
But beyond these tangibles is a 
psychological factor which is the most 
divisive force of all. It is the shared fear 
and distrust of one member-state — 
India — which commands about 73% of 
the region's land area, 77% of its popu- 
lation, 78% of its gross domestic pro- 
fourth largest 
standing army. In no other regional or- 


 ganisation of the Third World does one 
c member so completely dwarf the rest. 


= Yet, if a psychology derived as much | 


from historical. memory, as from these 
massive 


present-day asymmetries, 
characterises the attitude of India's 
neighbours, India. too has its own 
reasons for distrust and anxiety, not of 
each or any particular neighbour but of 
a ganging-up by them against New 
Delhi. Deeper down, the Indian ap- 


| prehension is nurtured by what New 


Delhi considers the sinister linkages, 
especially security arrangements, be- 
tween some member states and extra- 
regional powers with hostile designs on 


India. : 
India has its own sense of insecurity | 


and a fear of encirclement. In addition 
to the two military regimes on the Sub- 
continent, a new cause for Indian ner- 
vousness has been the process of 
militarisation underway in Sri Lanka, 


| accompanied by what the late prime. 
minister Indira Gandhi called the induc- - 


tion of Israeli and other interests into 


that island republic. Unanimity in Saare | 


decisions, which gives each member the 


|| power of veto, is thus India's safeguard 
: against an unfriendly multilateralism. 


Since a newly independent India was 


baptised by a communal blood-bath, | | 
4 | there isa strong Indian predisposition to.| |.:€ 
| regard the Muslim League’s “two-na- ||... 
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tions theory" as the source of the main 
generic conflict in the region, with 
Kashmir as its symbol. Admittedly, a 
secular, SE democracy of India is 
surrounded by military dictatorships, 
monarchies and other states with near- 
authoritarian rule where imperiled 

elites seek the support of race or reli- 
gion as a legitimising ideology. 

The cleavage is also strategic. Once 
again, the roots lie in post-indepen- 
dence history. The strident, self-asser- 
tive anti-colonialism and non-alignment 





of the Nehru generation was instinc- 

tively misunderstood by a myopic Dul- 

lesian doctrine. The Manichean vision 

behind the US' post-war anti- ias 

munist mission found no place for a 

India, Which AES the arar o 
rid 
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which non-alignment is. eal 
deed, the v di could p be sai 






all mem us of. Saare now a late 
Nonetheless, the other six regard New 
Delhi as pro-Soviet pointing to the 1971 
Indo- Sor Cthendship and cooperation 
oof. ET, aul | recently dis- 







ign | 
> on the same e day the 
Indo-Soviet treaty n was concluded. 

In any.case, the Indian pro-Soviet tilt 
began much earlier when in the late . 
1940s the US Supported Fakin pops 










dentally Washitotan en 
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India in 1955 and India’s own increasing 

reliance on Soviet arms, trade and tech- 

nology coincided with a cruciall impor- 


tant phase in the country's e onomic 
| development. 
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sie ‘much sturdier and more self-confi- 
dent than any in the Third World, the 
Indian bourgeoisie used the newly ac- 
quired state power as an instrument to 
serve its own needs. If it is any comfort 
to the US, the Soviet Union's disillu- 
sioning experience with Nasserism in 
Egypt, Baathism in Iraq and in ex-com- 
munist Siad Barre's Somalia, suggests 
that theoreticians in Moscow too had 
not quite comprehended the national 
bourgeoisie's two different faces of self- 
advancement. 

The generational change of guard in 
New Delhi in 1984 and Prime Minister 
Rajiv Gandhi's open commitment to 
modernisation have produced signs of a 
US reappraisal. The signs seem strong 
enough to disorient Moscow's forward- 
planners. India, after all, remains the 
only sustained success of Soviet diplo- 
macy in the Third World. President 
Reagan was quick to bless Saarc. The 
Soviet salute came later. 

The closer integration of India into 
the world's market economies makes 


NOT 


"realities" which have haunted the cen- 
tral issue in the debate on South Asian 
cooperation — the Indo-Pakistani re- 
lationship. 

Saarc's hopes of success rest on an 
Indo-Pakistani reconciliation or at least 


on a qualitative improvement in rela- | 


tions, which in turn is related to what 
India considers its pre-eminent position 
in the region and what neighbours, in- 
cluding Islamabad, have dubbed as the 
Lodidit imperial vision. The US has 
failed to match the Soviet Union in the 
full and formal recognition of India's re- 
gional pre-eminence. Many Indians also 
feel deeply that the US propped up 
Pakistan to give it a challenging near- 
parity status with India. 


A senior official of the US National 
Security Council explained to this 
writer recently that Washington is doing 
its utmost to convince India that in- 
creased arms aid to Pakistan is not di- 
rected at India. It is an American reac- 


tion to the deadly double-blow of the 


Pakistan's President Zia and Gandhi: seeking common ground. 


randhi's India an inviting “target of op- 
portunity” for the US. But if economics 
always had the final say, economic co- 
operation within the South Asian sub- 
system would have been a going con- 
cern some time ago. Under the aegis of 
the UN University, a group of South 
Asian scholars have been engaged in a 
project\on regional cooperation, an 
exercisefsupportive of the official Saarc 
prograyimme. 
Pafers prepared by this group note 
Il the irrigation and power needs 
region could be met if the re- 
urces of the Subcontinental river sys- 
ms. were properly exploited. Besides, 
he familiar ghosts of flood and drought 
could also be exorcised forever. The 
logic of geo-economics, however, fights 
an unequal battle with the geo-strategic 
interests of the superpowers and the 
geo-political realities of the region. In 
the past,it is these "interests" and 
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Iranian and Afghan crisis. Pakistan's 
enhanced importance to the US is in the 
southwest Asian context, not the South 
Asian. “It would be easier for the US to 
recognise Indian pre-eminence if India 
asserted that on the only regional issue 
which is of strategic concern to Washing- 
ton — Afghanistan.’ 

In responding to the Sri Lankan 
crisis, Mrs Gandhi enunciated what a 
well-known Indian analyst described as 
“the Indira doctrine.” No neighbour, 
confronted with a domestic conflict, 
should seek arms aid from an external 
source without seeking the same from 
India. Does Gandhi endorse this 
view? 

Does Gandhi prefer the mantle of 
Nehru to that of Indira Gandhi? Hyper- 
sensitive to the danger which the fis- 
siparous forces of language, culture and 
caste presented to his ideal of a secular, 
federal India, Nehru chose a consensual 





approach. His ¢ E. attitude to 
domestic oppongfits and unfrierfdly 
neighbours wes g@mbative and confron- 
tational. Perlis she exaggerated the 
danger for politcal purposes. 

If she suspected neighbours, espe- 
cially Pakistan, as real or potential con- 
duits of subversion, the expansion of the 
Washington-Isla bad axis to include 
Peking reflected a genuine nervousness 
about encircldment. Colombo came 
perilously close,to being included in that 
axis when the dghtwing government of 
President Junius Jayewardene adopted 
a marked pro-US stance in its foreign 
policy. 

The general pro-Western drift of 
policies pursued by India's neighbours 
has coincided with the near-total col- 
lapse of the British model of parliamen- 
tary institutions. More and more, South 
Asia conformed to Third World pat- 
terns of authoritarian rule. Suppressed 
opposition forces looked to democratic 
India for sympathy and support. The 
widows and daughters of murdered or 
deposed leaders were so openly culti- 
vated by Mrs Gandhi that in the eyes of 
the all-male authoritarian rulers in the 
region she seemed to be running her 






| own feminist league of subversion. 


Behind the Indian insecurity is the 


fear of Balkanisation, nourished by a 











£ Grasping the essentially 
inter-related character of the 
problem, Gandhi follows the 
Nehruvian consensual mode 
at home and a conciliatory 
approach with neighbours. ? 


nagging suspicion about the fundamen- 
tal fragility of the secular, federal, 
multi-party experiment in a multi- 
ethnic society. Gandhi shares the con- 
cern, recognises the problem but 
chooses a different answer 

When he spelt out the country 's po- 
licy priorities to India’s National De- 
fence College on 9 October, he placed 
national cohesion and unity first, better 
relations with neighbours second. 
Grasping the essentially inter-related 
character of the problem, Gandhi fol- 
lows the Nehruvian consensual mode at 
home and a conciliatory approach with 
neighbours. Bangladesh and Nepal find 


him more accommodating. In Sri 
Lanka’s ethnic conflict he is the 
mediator. 


An enlightened attitude by New 
Delhi towards its neighbours could goa 
long way in solving inter-state problems 
in the region which are a legacy of thé 
past and have both domestic and exter- 
nal dimensions to India. On their part, 
India’s neighbours will have to recog- 
nise that ethnic sub-nationalism is a 
common problem to the Subcontinent 
and ethnic identities run across national 
boundaries. o 
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Thai soldiers with the booby traps: sophisticated devices. 


CAMBODIA 


Back to the future 


Booby traps from the 1950s reappear and take a new toll 


By John McBeth in Bangkok 


Mins and booby traps are nothing 
new along the Thai-Cambodian 
border, going back to the days following 
the Khmer Rouge takeover of Phnom 


Penh in 1975. Several weeks ago, how- 


ever, Thai security officials began 

sounding alarm bells about the presence 

of thousands of unusual Soviet-made 

devices — some of them more sophisti- 

cated than anything seen along the fron- 

tier before — which Vietnamese en- 
ineer squads have been laying up to 2 
m inside Thailand. 

Most publicity up to now has cen- 
tred on box-type, anti-personnel de- 
vices which officials initially said ap- 
peared to be coated with a poisonous 
chemical substance responsible for the 
subsequent deaths of several victims 
whose wounds had become severely in- 
fected. But US chemical and biological 
warfare specialists quickly quashed 
speculation that a new and terrifying 


_ weapon had been introduced. 


Their verdict: the mines, shaped 
much like the hinged oblong boxes 


= which normally contain medical blood 


pressure kits, were old wooden-cased 


- devices dating back to the late 1940s and 


early 1950s. Coated with creosote to 
prevent them from rotting, the mines 
send shards of wood into those who step 
on them, inflicting wounds which are 
much more difficult to treat and heal 
than those caused by metal shrapnel. 
As one diplomatic source told the 
REVIEW: “It seems the Soviets found a 
arehouse full of them somewhere and 
simply shipped them off to Cambodia." 
Nevertheless, these booby traps and 


four other more sophisticated types of 


anti-personnel devices found in the rug- 
ged terrain along the southern part of 
the border have introduced a new and 
worrying element into a situation in 
which the Vietnamese are attempting to 
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build on the success of their last dry-sea- 
son offensive by sealing the Cambodian 
interior from guerilla infiltration. 

Thai National Security Council sec- 
retary-general Prasong Soonsiri and 
Foreign Minister Siddhi  Savetsila 
claimed earlier this month that “hun- 
dreds of thousands" of mines, which ar- 
rived from the Soviet Union about two 
months ago, have been planted on both 
sides of the border. Supreme command- 
er and army commander Gen. Arthit 
Kamlang-ek, perhaps sensitive to past 
criticism of military strategy along the 
border, has tended to play down the 
issue. But diplomatic sources say the an- 
xiety lével is increasing, given the 
number of requests the Thais have been 
making for advice and assistance. 

Border task-force commander Maj- 
Gen. Therdchai Thirathanon says that 
more than 500 of the box-like devices 
have been uncovered along a 35-km 
stretch of the frontier south of the dis- 
trict town of Aranyaprathet in areas 
open to Khmer Rouge infiltration. 
While they may be simple in concep- 
tion, they are extremely difficult to de- 
tect, partly because of the minimal 
amount of metal used in their manufac- 
ture. 


he devices contain 200 gm of explo- 

sive which detonates under the pres- 
sure of about 10 kg. Since they first be- 
gan to appear in October, they have kill- 
ed three people and wounded another 
10 in the area around Aranyaprathet 
alone. Army detector teams and dogs 
specially trained to sniff out explosives 
have become a familiar sight in border 
paddy fields where farmers have been 
afraid to harvest their crops because of 
fears of stumbling on the mines. 

The four types of devices found in 
the Marine Corps border areas of Chan- 








thaburi and Trat provinces to the south 
are different from those in thé army- 
controlled northern sector, probably 
due to the harsher environment and 
heavier rainfall. An American expert 
on Eastern bloc munitions who was 
flown in to examine them has yet to de- 
termine whether they are of Soviet 
manufacture or whether they were sup- 
plied by one of Moscow's allies, but it is 
understood they are unlike anything 
found so far in Afghanistan or other 
parts of the world where Soviet wea- 
ponary has been employed. 

All four types are waterproof and al- 
most undetectable, but one in particular 


has been described as much more 


sophisticated than the others. Moulded 
from wood the size of a tuna-fish can, 
the device carries a shaped charge and is 
so sensitive to where pressure is coming 
from that it explodes in just the right di- 
rection to remove the victim's leg. AI- 
though the number of casualties de- 
pends on the level of patrolling, in one 
month alone 20 marines lost their legs. 

When Thai forces finally took bac! 
positions the Vietnamese had seizec 
during an incursion into Trat province 
in May, they found crates of booby traps 
the Vietnamese had not had time to lay. 
A former Indochina combat veteran 
told the REVIEW that the Vietnamese 
have been using mine-laying methods 
"just as good as they did in Vietnam" 
where over a  five-and-a-half-year 
period between 1965 and 1970 cost-ef- 
fective explosive devices and booby- 
traps accounted for 4,000 US Army 
combat deaths, or 11% of the total. 

One favourite method, now noted 
along the Thai border, is planting one 
mine on top of another. “Turning the 
border area into a no-man's land is real- 
ly a desirable goal for the Vietnamese," 
he said, noting that civilian work teams 
are still engaged in clearing roads, 
building barbed wire barricades and 
seeding minefields along the Cambo- 
dian side of the frontier. 

Vietnamese army private Nguye 
Minh Tuc, who recently defected froi 
the border-based 550th Engineering 
Regiment, told newsmen that the mine- 
laying was part of so-called Operation 
K-5, Hanoi's systematic campaign to 
destroy the Cambodian resistance and 
consolidate the Heng Samrin regime 
over the next two to five years. Phe plan 
first came to light when a Vietnamese 
battalion commander defected to the 
Thais in 1984. 

Tuc, a fluent English speakeywho 
formerly worked with the Amran 
wartime Military Assistant Comimat¢ 
Vietnam, said his unit had been ordere¢ 
to plant mines only on the Cambodia 
side of the border. Although he profess- 
ed to have no knowledge of mine-laying 
missions inside Thai territory, he in- 
dicated that these would probably be 
carried out by dac cong (special opera- 
tion) infiltration teams from the 7th and 
9th divisions. oO 
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- . "SLEEP ON THE BEST BUSINESS DEALYOU EVER MADE.” 


The Wings of Paradise 


R elax in the knowledge that when you 
fly Air Lanka Business Plus, you fly 
in a class of your own. French champagne to 
welcome you aboard. Plus first class cutsine. 
Plus one from the aisle seating. 
Relax, with French wine and superb stereo 
entertainment. . . put your feet up, stretch out and 
experience in-flight care that's Paradise itself. 
Value for money, Business Plus 
is the best business deal you'll ever make. 
On the Wings of Paradise. 


AIRLANKA 


BUSINESS PLUS 
A Class of its Own. 
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The Oxford English Dictionary defines - 
“fiduciary” as an adjective describing mat- - 


ters relating to "trusts and trusteeships". 


That is to say, when someone grants 


. someone else the right — and the 
. .. responsibility — to administer his or her - 
assets. 


It also means the person who holds a 
trust — the trustee. 


Principal Subsidiaries 
. Singapore: 
. :iAsiaciti Management Pte Limited 
2:1 440 Cecil Street 415-02 

- ...PIL Building 

: Singapore 0106 

Telex: RS 20714 ACTMAN 
Teiephone. 2248366 


. Asiaciti Trust. Company Limited 
3rd Floor, Lo Lam House 
.Kumul. Highway, Port Vila 


Hong Kong: 

Asiaciti Administration Limited 
3rd Floor, Landmark East 

12 Ice House Street, Central 
Hong Kong 

Telex: 75397 ACTAD HX 
Telephone: 5-263305/210319 





. But the full meani ng oF “fiduciary” also 
embraces qualities essential in a rela- 
tionshi Ip of trust — experience, expertise, 


confidentiality, accountability — qualities 


which Asiaciti Trust applies in providing its 


clients with a full range of fiduciary 7 


services. 


What the OED can’t. tell you about 
“fiduciary”, Asiaciti Trust can show you. 





Sydney: 

Asiaciti Corporate: Services Pty Limited 
7th Floor AMP Centre  . 

50 Bridge Street, Sydney 2000 
Australia 

Telex: AA176281 ACTCOR 

Telephone: 02- 2213444 





Young directors breathe 


life into Japanese films 


‘By Alan Booth in Tokyo 


To decline of Japanese cinema in the 
face of the nation's passion for TV 
has been an continuous story for about 
15 years, and most observers would 
agree that, if ever there was a golden 
age of Japanese film, it is long past. But 
1985 was a year of unusually encourag- 
ing signs, chief among which were indi- 
cations that at long last the three major 
distributors, Toei, Toho and Shochiku 
(there is a fourth, Nikkatsu, but it pro- 
duces only soft-core porn) have ac- 
cepted that their survival depends upon 
courting new and more sophisticated 
audiences rather than pandering to the 
tastes of a clearly diminishing or *phan- 
tom” one. 

This has resulted in a pronounced 
shift towards films aimed at the edu- 
cated young — people who do not 
necessarily share their parents' unshak- 
able preference for the predictable — 
which in turn has meant the abandon- 
ing, or at least the drastic scaling down, 
of genre films — feudal-era costume 
dramas and gangster slash-'em-ups, for 
example — that were once the indus- 
try's stock-in-trade. The scaling down 
began years ago when TV took over as 
the prime showcase for self-aggrandis- 
ing swashbuckle. But 1985 is the first 
year in which the cinema industry as a 
whole has seemed comfortable with the 
notion that the demise is a positive, and 
not a retrograde, step. 

One healthy sign is a blurring of the 
division between commercial. and. art 
films, a division carried over from lit- 
erature, where what is “popular” and 
what is “serious” are rigidly separate in 
the public mind. In films, the division 
originated partly because at the begin- 
ning of the 1970s a financially strapped 
cinema industry decided that one way of 
retrenching in the face of the boom in TV 
and other competitive leisure activities, 
was to eliminate as far as possible the 
element of risk from its products. 

“Serious” artists are notoriously 
risky people and, though the complete 
removal of directors from the filmmak- 
ing process was unfortunately imprac- 
ticable, it was perfectly within the 
power of the industry to ensure that pro- 
ducers and production committees con- 
sisted of businessmen and accountants, 
not creative talents, and that directors 
should be strictly beholden to them. 

To state the industry’s case at its 
strongest: the chief reason why, be- 
tween 1970 and 1980, Akira Kurosawa 
was unable to achieve financing for a 
film in Japan was his notorious disre- 








gard for such nuisances as budgets and 
deadlines. Thus, “serious” directors 
more interested in product quality than 
in commercial success, or those unable 
to reconcile themselves to being 
businesslike at the expense of novelty 
and vision, had to content themselves 
with making films independently on 
comparatively tiny budgets, and then 
fighting to have them released at small 
“art houses” where most were unlikely 
to recover production costs. 

Some directors still cling deter- 
minedly to this course, preferring it to 
the danger of a commercial “sell-out.” 
Kohei Oguri is one: his stunning Doro 


Sis. 
iin 
Morita: risk paid off. 


no Kawa (River of Mud), which won the 
silver prize at the Moscow Film Festival 
in 1981, never went on general release 
in Japan and nor did his subsequent 
moody Kayako no Tame ni (For 


Kayako . . .) which in its first year ob- 
tained bookings at only two tiny 
cinemas in Osaka and Tokyo. 
However, 1985 saw the acceleration 
of a movement of independent talent 
back into the fold of a still suspicious in- 
dustry, but one at last resigned to taking 
risks. It was a risk, for example, to let 
Yoshimitsu Morita, the young director 
of a wickedly zany satire called Kazoku 
Geemu (The Family Game), which had 
established him in 1983, make a full- 
budget period romance based on a 
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novel by the Meiji author Soseki Nat- 


sume, but it was a risk that paid off and 


the resulting film, Sorekara (And Then 
. .) is beautiful to look at, technically 
fine, and eminently commercial. 

It was also a risk to invite the doyen 
of Japan's avant-garde filmmakers, 
Seijun Suzuki, whose two previous films 
had had their debuts in a collapsible 
tent, to make a full-budget production 


for Shochiku, by reputation the most - 
conservative of the commercial dis- | 


tributors, but it was a risk that once 
again resulted in a film of more than 


average interest and some commercial 
appeal, without sacrificing Suzuki's ir- — 


repressible penchant for the quirky. 
The film was Kapone Oi ni naku (Al 
Capone Weeps Passionately). 

Three other serious and talented di- 
rectors whom the industry is finding im- 
possible to overlook are 
Yanagimachi, Nobuhiko Obayashi and 
Shinji Somai. None of Yanagimachi's 


three feature films to date has achieved | 


full. nationwide distribution, but this 


year’s Hi Matsuri (Fire Festival), the | 


story of a lumberjack who believes him- 
self to be an instrument of the ancient 


mountain gods, had the partial backing | - 
of Toho and confirmed Yanagimachi's | 


ability to continue to produce films of a 
high technical standard and an uncom- 
promising intellectual curiosity. 


G hiken is a specialist in films fea- 
turing girlie idols in school uniforms 
— a commercial genre certainly, but 
one to which he brings a wholly unex- 
pected sense of fantasy and pathos. His 
Sabishimbo (Lonely Sprite) was re- 
leased in spring and is remarkable for 
the impression it leaves of the magic, 
transience and sadness of adolescence. 

Somai's was the success story of the 
year. Previously, he had teetered be- 
tween the wholly and almost mindlessly 
commercial, such as Seera-fuku to 
Kikanju (The  Sailor-Suit and the 
Machine-gun) — a girlie-idol film about 
a schoolgirl who becomes the leader of a 
criminal gang — and the melancholy so- 
cial portrait, entitled Gyoei no Mure 
(The Shoals Aswarm), a film about the 
hard life of a solitary fisherman. 

This year he seemed to find his metier 


with a vengeance. His Typhoon Club, a T 
powerful film about the latent tensions — 


and preoccupations of a group of high- 
school children — tensions which sur- 


face frighteningly when their school is - 


struck by a typhoon — won the only 


prize on offer at the first Tokyo Interna- | - 
tional Film Festival in June. And OE P 
e 


even this was not enough to have 

film on general release (since it had not 
been financed by a major distributor), it 
made Somai one of the hottest proper- 
ties in an industry determined to woo 
the young; and a double bill of new 
films by Somai and Obayashi was be- 
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| have been noticably youĝger than those 
_| for the other major cgmmercial pro- 
.| ducts of the year — standard weepies 
| like Koibumi (Love Letters) and 
| Yumechiyo Nikki (The Diary of 
bi Yumechiyo), both about women dying 
d _ of leukemia (in this the year of the 40th 
| anniversary of the atomic bombings, the 
_| timeliest and most fashionable manner 
| of demise), who fall hopelessly in love 
| before finally succumbing among 
| gratifying floods of tears. And also 
| Yasha (She Devil), which starred Ken 
Takakura, who remains Japan’s most 
popular screen actor and who has yet to 
appear in anything other than a cal- 
 eulatedly commercial vehicle and as 
anything other than his calculated and 
wholly predictable self. 
There were, of course, other more 
. obvious attempts to woo the rapaciously 
. consuming young in the shape of films 
| Starring pop singers and teenage pinups 
4 — films like Tan Tan Tanuki ( Bad-Bad- 
she adgers), which featured a group of 


| 


f 
ipe 


EJ 
ko 
Z^ 
F 




































——Á 


MEE 


= 


Li rn "Ie DO ep ty EA ses 


aS a 
Y > 


= 


is 


Í 
st 
Ti \ 
"a J i 


it 


9 


^ 


-| Ñn November — “Culture Day” — 
| W Japan's most celebrated film direc- 
| tor, Akira Kurosawa, was among five 
| recipients of the Cultural Medal, one of 
| the country’s highest awards in the field 
| ofthe arts. He was the first film director 
| ever to win the medal, and it climaxed a 
| year of triumph for him. His most recent 
| film, Ran (Revolt), had opened Tokyo's 
| first ever International Film Festival in 
_ | June, and was about to open the annual 
| film festival in London, where the critic 
| fromthe Economist would call it “one of 
| the most impressive pictures of 1985.” 
ae = The fact that Ran was made at all was 
im something of a personal triumph. Ever 
.| since 1970, Kurosawa has had to strug- 
| gle for financial backing in the teeth of a 
| strapped and declining Japanese film in- 
| dustry. All of his last three films have 
| been made possible only by substantial 
_| foreign involvement. Dersu Uzala 
| (1976) was financed by Mosfilm and 
| shot entirely in the Soviet Union. 
.| Kagemusha (1980) owed its existence to 
| the backing of Francis Ford Coppola 
| and George Lucas, while Ran itself was 
| presided over by the French producer, 
| serge Silberman. In June, Ran went on 


ime: ° 
E release — the most expensive 
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. film ever made in Japan, the professed 
| "life's work" of its famous director, and 
| perhaps the last major film that Kurosa- 
| wa, now 75, will make. 
| Tosaythat Ran was ignored in Japan 
.] would be an exaggeration. It ran for a 
-| month at roadshow cinemas, and was 
.| subsequently screened at a few small 
| cut-price theatres on limited runs of 
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heckers | Densetsu (The 


Legend of a Saint), which starred fading 


pop idol Hiromi Go in the entirely un- 
likely role of a gang enforcer. 

Such films will continue to be made 
and will continue to find audience’ — 
most with an average age of about 17, 
roughly corresponding to their IQs. But 
with directors like Obayashi and Somai 
repeatedly proving that films about 
schoolchildren and films starring pop 
singers can be both serious and moving 
if you have the talent to make them so, it 
will require the continuance of a deter- 
minedly undiscriminating audience to 
assure the flippant and unmoving of 
comparable success. 


[ree with solid international 
reputations also had a busy year. 
Kurosawa released Ran (Revolt), his 
version of King Lear. Kon Ichikawa re- 
made his own Biruma no Tategoto 
(Harp of Burma), the story of a Japan- 
ese soldier with a pacifist nature who be- 
comes a monk and remains behind in 


| The ‘emperor’ gets a 
medal, but no money 


perhaps a week. Yet to say that it caused 
a stir would be more of an exaggeration. 
In discussions about the best films of the 
year at the annual festival at Yufuin in 
Kyushu, Ran was never mentioned. 
Opinions differed about which film 
would win the prestigious Kinema 
Jumpo award, but were unanimous that 
what the London critic had found to be 
“one of the most impressive pictures of 
1985" was not even a serious contender. 

That the "life's work" of Japan's 
most internationally acclaimed director 
should pass so smoothly into oblivion in 
his own country deserves a moment's 
thought. Partly by circumstance, partly 
by design, and partly through the exer- 
cise of sheer talent, Kurosawa's films 
certainly stand well outside the *main- 
stream" of Japan's commercial cinema, 
but so do many of those films that end 
up winning the year's prizes. 

It is not a simple question of the nail 
that stands up being hammered down — 
that Japanese proverb forever on the 
lips of so many, mostly foreign, com- 
mentators. Rather it seems a compli- 
cated question of taste, finance, audi- 
ence expectation and a determined wil- 
fulness on Kurosawa's own part, that 
may have been demonstrated over the 
years in the form of personal arrogance 
(he is known in the industry as “the em- 
peror"), but which seems now to have 
spilled over into his art and affected 
both its impact and its acceptance. 

The last of Kurosawa's film's to 
enjoy ungrudging success in Japan was 
Akahige (Red Beard), made in 1965. 
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comrades. The tough-minded' original 
version was made 29 years ago. The re- 
make shows how impossible it has be- 
come for many Japanese people to treat 
the events of the last war other than as 
Pavlovian triggers for self-pity. 

Hideo Gosha, whose reputation 
abroad rests mainly on the swashbuckl- 
ing samural pictures he made in the 
1960s and early 1970s, continued his 
exploration of the twilight post-feudal 
world of minor gangsters and their 
women in Shikoku, and produced a film 
called Kai (Oar), which demonstrated 
once again that he is among the very 
best of Japan's uncomplicatedly *popu- 
lar" filmmakers. And . Masaki 
Kobayashi's Shokutaku no Nai le 
(House Without a Dining Table), his 
first feature film in seven years if one 
discounts the four-and-a-half-hour ver- 
sion of the Tokyo War Crimes Trial that 
he put together from old newsreel and 
documentary stock, was arguably the 
most striking film of the year — at least 
from the point of view of style. 


Partly, this was because it starred two of 
Japan's most popular screen actors, in- 
cluding Toshiro Mifune, who had by 
then appeared in 16 Kurosawa films. 
Akahige was the last of several things — 
the last of Kurosawa's films to feature 
Mifune and the last to be made in black 
and white. From Dodesukaden (1970) 
on, colour entered Kurosawa's world, 
and with it came a breathtaking new em- 
phasis on stylisation that was to cost 
Kurosawa his following at home, and to 
change the impression made by his films 
from one of human drama to a cold and 
deliberately calculated formalism. 


his formalism is at its most intransi- 
gent in Kagemusha. There, credible 
human drama is almost entirely sac- 
rificed so that Kurosawa can indulge in 
the working out, in terms of space and 
colour, of a private idea of aesthetic 





Mifune: black and white hero. 
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It is about the discovery by a wealthy 
engineer's conservative family that their 
eldest son has helped to commit multi- 
ple murder in the course of ultra-radical 
activities, and the effect of this discov- 
ery on their lives. It centres on the icy 
and unbending character of the father 
(played by Tatsuya Nakadai, who was 
also Kurosawa's Lear). And the re- 
markable statuesque arrangements and 
spare performances which Kobayashi 
obtains from almost all his cast lends the 
film the unusual quality of a classical 
tragedy, a quality that suits its reflection 
of outward shock in inner tension. 

The year was, then, one in which out- 
standing younger talent received at least 
a modicum of commercial encourage- 
ment, even when not dedicated to blat- 
antly commercial ends. It was also a 
vear in which some well-known direc- 
tors gave fresh evidence of the deserv- 
edness of longstanding reputations. But 
it is far too early to say whether these 
encouraging signs point unflinchingly 
towards the future or are only twitches 

1anestablished graph of decline. O 


order. The battle takes place in terrain 
that seems to have been plotted on 
graph paper. 

The prophetic rainbow is perfectly 
horizontal. The warriors move through 
their desolate charcoal-black landscape 
dressed in pristine armour with freshly 
laundered banners dyed in primary col- 
ours. Nothing could be further from the 
mud and guts of the climactic fight in 
Shichinin no Samurai (The Seven 
Samurai), and the result is that one 
watches Kagemusha much as one 
watches a cartoon or a puppet play, 
marvelling at its dexterity; moved some- 
times to contemplation, but rarely to 
genuine emotion; seeing the characters 
who appear as ciphers, not as creatures 
of flesh and blood. 

In Ran this distancing continues, and 
here it is the more startling since Ran isa 

ersion of King Lear, and what one 


á o 
Scene from Kazoku Gee 


wants from any performance of Lear is a 
good deal more than cold-blooded con- 
trivance (though it is perhaps significant 
that, if Kurosawa's film has any obvious 


antecedents in stage productions of 


Lear, the one it stylistically resembles 
most is the Stratford production de- 
signed by the Japanese sculptor Isamu 
Noguchi). Kurosawa's Ran is also a 


Brechtian parable, a long illustration of 


“I told you so,” lacking verbal poetry, 
deliberately stripped of the cosmic reso- 
nance that is symbolised by Shakes- 
peare's storm and which is perceived, 
dimly, in the end, by Shakespeare's de- 
mented king. 

Once again, pristinely clad armies 
battle on flat green plains. There is no 
storm, but a castle set on fire by men, 
and no perception of implacable truths 
— only a series of unanswered ques- 


tions. It is drama conceived in terms of 




















grand gesture, shunting aside empathy 
and revelation, preferring siege and bat- 
tle for their own sake, or as cinematic 
tours de force. 


ow far this deliberate distancing 

this palpable iciness — in Kurosa- 
wa's recent films is responsible for their 
lack of critical success in Japan is, of 
course, an open question. The Japanese 
are a notoriously sentimental people, at 
least in their choice of entertainments, 
and one can understand the dissatisfac- 
tion audiences must have felt, particu- 
larly those who — in Kagemusha and 
Ran — had looked forward to versions 
of The Seven Samurai in colour. But to 
what extent, too, is Kurosawa's own Icy 
disregard for the preferences of his pub- 
lic, his determination to work out in the 
most extravagant manner aesthetic de- 
signs that seem quite wilfully private, 
responsible for the absence of sympathy 
he finds at home? 

The same London critic said Kurosa- 
wa's films may strike a majority of his 
countrymen as “too Western," and it 
may be that some in the industry are 
jealous of the reputation he enjoys 
abroad and begrudge the extent to 
which foreigners have been prepared to 
finance his visions. They may even feel a 
certain amount of guilt at the fact that, 
between 1970 and 1980, the only film he 
was able to make was paid for by the 
Soviet Union, a nation that Japan does 
not regard as being the kind of cultural 
torchbearer it readily sees in itself. But 
the disaffection of the public at large is 
more likely due to the feudal notion that 
an emperor's designs should seek to 
benefit the trunk of which the emperor 














is head, and not go out of their way to 
stress the splendid isolation of the Impe- 
rial “I.” — Alan Booth | 
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Kurosawa with Kagemusha cast members: foreign financial backers. 
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| Up-river in Sarawak . 
Into the Heart of Borneo by Redmond O'Hanlon. Penguin Books. £2.95 (US$4.20). 

| Rumah Dana, the head of all the Iban 


(Sea Dayaks) in Kapit, an intelligent, 
authoritative man, tattooed and with 


|: was the idea of the poet and war 
correspondent, James Fenton, that he 
| and the author, a naturalist, a member 
. | of the Society for the Bibliography of 
| Natural History, fellow of the Royal 
.| Geographical Society and natural his- 
.| tory reviewer for the Times Literary 
| Supplement, should spend two months 
going into the heart of Borneo, which 
meant in fact up the Rajang and Baleh 
— | river from Kapit. The object ofthe jour- 
. | ney was to climb Mount Batu Tiban and 
|. to observe the flora and fauna, and in 
= particular to try and discover if the Bor- 
neo rhinoceros still existed. 0'Hanlon 
had never been in the jungle before; 
Fenton had — in Vietnam and Cam- 
| bodia. Both in the prime of life and both 
| high spirited, they approached their ar- 
| duous journey with a winning and lively 
| humour. 

j After some training at 22 SAS, 
Hereford, they fly to Kuching, where 
the heat nearly bowls them over; they 

, then take a Chinese launch down the 
— | Sarawak river and up the Rajang to Sibu 
. and so on to Kapit, where their expedi- 
tion begins. 

They employ three Sea Dayak 
| guides, the chief of whom is Tuai 
























| LITERATURE 


B. rdu literature must be one of the 
^| W least-known of Asian literature out- 
| side the Subcontinent. Even though 
| hundreds of thousands of Urdu speak- 
.| ers from India and Pakistan live around 
.| the world, such immigrants are unable 
.| to offer their neighbours any concise 
| and readable book on the subject, let 
| alone well-translated Urdu poetry and 
.| prose. These two books attempt to rec- 
| tify this, and to a very large extent 
| manage to do so. 

—.. Urdu Literature is a short but highly 
| readable account of a language that has 
.| produced remarkable poetry and prose 
| even though Urdu proper is less than 
| 300 years old. Urdu, grammatically al- 
. most identical with Hindi but written in 
.| the Arabic script, is Pakistan's national 

uage and an official language of 
ia. At partition in 1947 only 7% of 
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extended ear lobes. The other two 
guides are Leon and Inghai, both in 
their 20s. Leon speaks a quaint English 
and much of the humour in the book 
comes from his observations: ". . . there 
is new diseases here. Your spear it rots. 
You go to hospital. They look at your 
spear. You take medicine. We have a 
word for this diseases. I do not know in 
English. We Iban, in our language, we 
call it syphilis." 

O'Hanlon has The Birds of Borneo 
by Bertram E. Smythies (Edinburgh, 
1960) in his special haversack and with 
the help of this book he identifies the 
birds they see. I only went up to the first 
rapid above Kapit, nothing of a jour- 
ney, but I did see a kingfisher, which 
Somerset Maugham describes so aptly 
in A Force of Circumstance — “a flash of 
colour, a living jewel." O'Hanlon sees 
many kingfishers and other much rarer 
birds, especially the hornbill, which he 
stops Dana from shooting — “the two 
great birds, larger than swans, four foot 
across the wings, flew heavily over the 
river . . . their necks were feathery 


.| Bridging the Urdu gap 


_| Urdu Literature by D. J. Matthews, C. Shackle and S. Husain. Urdu Markaz, Third 
| World Foundation, London. £4.95 (US$6.90). 
_ | The Life and Works of Saadat Hussan Manto by L. A. Fleming and Tahira Naqvi. 
| Vanguard Press, Lahore. Rs 200 (US$12.50). 


Pakistan's population spoke Urdu be- 
cause the Urdu-speaking areas had 
been left behind in India. As the 
political conflict between the two 
countries has ebbed and flowed, so 
has the conflict between the two lan- 
guages. 

The authors trace the origins of Urdu 
to the earliest Muslim rulers in India 
who first conquered Delhi in 1192. The 
main language stock is Persian but it 
evolved into a mixture with old Punjabi 
and Hindi and became the main lan- 
guage of the Mogul camp and court. In 
fact Urdu owes its present name to an 
old Turkish word, *ordu" meaning 
camp. The earliest Urdu literature 
emerges in the Deccan and the authors 
do an excellent job in outlining a brief 
history of the literature and the politics 
of Urdu language development in an 





1856. The period also produced Urdu's 


orange; the solid ivory casques, the 
square block-mountains on top of their 
bills were red and yellow." He informs 
us that hornbill ivory was once more val- 
uable than jade. 

The voyage up-river in the dugout, 
which they keep having to carry through 
fierce rapids, is exhausting for the En- 
glishmen, though not for the Dayaks, 
who are strong and fit and accustomed 
to tremendous physical exertion. The 
Iban like a riotous party and in long- 
houses they drink quantities of whisky 
and beer, if they can get it, tuak and 
arak and rice wine and rice brandy, and 
they dance and sing and make their 








India that is still crowded with lan- 
guages and literary traditions. 

Poetry has always been the most im- 
portant expression of the language and 
there are excellent short translations of 
poems by important authors dotted 
throughout the book. Poetry reading or 
mushaira brings about an extraordinary | 
enthusiasm and rapport between po“ 
and audience. At one time mushain 
were the major entertainment in Mogul 
courts and in the grand feudal homes 
of Lucknow in United Provinces 
(now India's Uttar Pradesh state) 
during the Raj. Lucknow is still the 
fortress of Urdu and there are both 
eulogies and jokes about the Lucknow 
accent. 


T life and work of some of the great- 
est Urdu poets are described with a 
historical perspective which allows the 
Western reader to place them in some 
context. In the 18th century the biting 
satirical poems of Mohammed Sauda, 
and the evocative love poetry of Mir 
Taqi Mir were followed by the deca- 
dence of the Lucknow court in the 19th 
century, until Lucknow's poet-king 
Wajid Ali Shah surrendered his king- 
dom to the British without a fight in 
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guests do so too. Meals of boiled rice 
and borty, unpleasant monitor fish or 
turtle or pork are far from appetis- 
ing. In a comic scene the English- 
men think they will teach the Iban 
how to fish with rods and in doing so 
get their lines hopelessly tangled. 
The Iban lie down and laugh. Leon and 
Inghai then take up harpoons, dive 
into the river and reappear with speared 
fish. 


n one occasion Fenton nearly 
XJ drowns in a whirlpool. He is saved 
by Leon and Inghai, who though Christ- 
ian are superstitious. When asked why 
-he cried out strangely when he saved 
Fenton’s life Leon says: “The river like 
Jams. The river take Jams away. So we 
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Iban women: riotous parties in the longhouses. 





greatest poet, Mirza Ghalib, who was of 
Central Asian stock and wrote for the 
Delhi court until it was overthrown by 
the British during the Indian Mutiny in 
: 1857. 

The book, however, touches only 
slightly on the modern era, which has 
produced Mohammed Iqbal, who had 
visualised Pakistan before even Jinnah 
ind the communist poet Faiz Ahmed 
Faiz — winner of the Lenin Prize, and 
until he died last year the greatest living 
Urdu poet. Many Urdu writers in the 
20th century belonged to the Left-in- 
clined Progressive Writers Movement, 
set up in 1935 to promote the movement 
for independence through literature. 
Since then the greatest Urdu poets such 
as Faiz and Josh Malihabadi have also 
been political rebels. Pakistan’s succes- 
sive military regimes have often banned 
the works Josh and Faiz. Urdu, so full of 
paradoxes produced yet another — that 
a courtly language used primarily to 
praise kings produced poetry in the 20th 
century calling for the downfall of dic- 
tatorial rulers. 

The history of Urdu prose is less than 
a hundred years old. Its most popular 
form has been the short story and there 


is no greater exponent of the Urdu short 
story than Saadat Hussan Manto, known 
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say sorries to the river, because we take 
him back again." 

They suddenly come upon a settle- 
ment of Kenyah, who have migrated 
over the border from Kalimantan: there 
arg paddy fields, banana trees, palms — 
"a paradise was disclosed." They are in- 
vited into a longhouse, which is 300 yd 
long, and women and children suffering 
from septic cuts, ulcers, skin fungus 
queue up for medical treatment. They 
are given pills. There is a party. A girl 
approaches Leon and leads him behind 
a partition. The longhouse shakes. 

Redmond is asked to treat an old 
woman with a gangrenous leg. He can 
only give her Savlon, pills and bandages 
and he feels rotten when in exchange 
her husband gives him three sweet 





as just Manto to millions of readers in 
both India and Pakistan. Leslie Fleming 
has writen an 110-page introduction to 
The Life and Works of Manto. It de- 
scribes not only this writer's amazing 
life and a critique of his work but also 
provides the reader with a superb ac- 
count of the heady days of the Pro- 
gressive Writers Movement in the 
1930s. 


M anto was born in 1912 and while at 
university he discovered European 
literature and started to translate it into 
Urdu. By 1935 he was getting his own 
short stories published regularly in liter- 
ary magazines. He made a living by 
writing radio scripts and for journals. 

His on-off relationships with other 
writers in the progressive movement 
was due to what Marxists of the time 
dogmatically called “Manto’s obsession 
with abnormal sexual themes.” In fact 
he was one of the first Urdu writers to 
write stories about prostitutes, rape, il- 
ligitimate children and the general suf- 
fering of women. Although never over- 
tly sexual, his themes on women broke 
the stultifying silence at the time regard- 
ing these taboo subjects. 

Tahira Naqvi has translated 18 of his 
stories and has done a better job than 


potatoes — “It was the nastiest transac- 
tion of my lif." j 

They are pestered by insects — 
elephant ants¥mosquitoes and worst of 
all leeches. The last live up to their 
name,and are hard to shake off. They 
build: a base camp in the foothills of 
Bukit Batu Tiban and set off on foot. 
Dana puts up peace signs made of fern 
in case there are warlike Ukit about. 
Fenton is left alone at the base camp 
while O'Hanlon and the Iban climb to 
the 6,000-ft Tiban mountain ridge. The 
Iban have to propitiate the spirits before 
making the final ascent. 

They return to Kapit and then set off 
to Rumah Ukit in Kayan country. Un- 
like the Iban the Kayan have a class sys- 
tem and slaves. On arrival at Rumah 
Ukit they meet a Ukit in cotton trousers 
and a tee-shirt who wants them to teach 
him the “seven-step disco." The parents 
of the educated Ukit are nomads who 
hunt with blow pipes. The author shows 
a photograph of the Borneo rhinoceros 
to an old man, who recognises it and 
says he once killed eight such beasts 
with his spear, so at least the Eng- 
lishmen met someone who had seen this 
rare animal. 

O’Hanlon’s book is entertaining; it is 
also informative about the jungle and its 
human and animal inhabitants, the wild 
rivers and the luxuriant vegetation — 
“in any one 10-ha plot of Borneo jungle 
there may be 800 different kinds of 
tree." This very readable book gives 
a vivid and amusing account of what 
life is like up-river in Sarawak. 

— John Haylock 


earlier translators, by not only sticking 
closely to the Urdu original but trying to 
achieve the special Manto tone which 
varied from satirical to lyrical. 

Manto left India for Pakistan in 1947 
but was quickly disillusioned with what 
he saw of the new country and started to 
drink heavily. He died in 1955, com- 
pletely run down with drink and bitter- 
ness. His later stories are marvellous 
vignettes on the futility of war between 
India and Pakistan and the brutality of 
partition. One story called Open-Up 
concerns a girl who has been mercilessly 
raped dozens of times. When she is 
found half-dead by her father, he tells 
someone to open the window for air. 
She hears only the last words, “open- 
up” and automatically starts untying the 
string of her shalwar (trousers). 

Another tale bitter with irony, de- 
scribes the transfer of lunatics between 
India and Pakistan after partition. The 
division of India is seen as a plan drawn 
up by lunatics. A mad Sikh is desperate 
to know if his village is in India or Pakis- 
tan and finally lies prostrate between 
the two borders refusing to budge. 

Both books will be welcome reading 
to the English reader who knows little 
about Urdu literature but is willing to 
dip into it briefly. — Jamal Rasheed 
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| ByPaisal Sricharatchanya in Bangkok 
i |^ what may shape up as a new inter- 
Wnational tin market — while the Lon- 
.| don and Kuala Lumpur markets remain 
suspended — Thailand has started an 
interim trading arrangement. Under it, 
Thailand Smelting and Refining Co. 
(Thaisarco, a unit of Royal Dutch Shell 
which operates the largest smelter 
here), administers and executes sales, 
. on a back-to-back basis, by matching 
. bids from overseas buyers and offers 
_| from domestic miners/vendors. 
7 Thaisarco, traditionally the coun- 
| try's sole exporter, had concluded a few 
| small transactions in the metal (both 
| with domestic end-users and overseas 
-| buyers) since the collapse of the world 
| market in late October. The new ar- 
| rangement came into force on 17 De- 


~ 


TE 

18 cember — the same day the govern- 
| ment, through the Department of 
| Mineral Resources (DMR), an- 
| nounced for the first time its own 
| daily posted price (REVIEW, 26 
tet 3 

I Dec. '85). 

| The DMR's main objective 
| was to use the price as a basis to 
| calculate tin royalties. Since the 
| Kuala Lumpur market was sus- 
| pended on 25 October, the de- 


| partment had been announcing a 
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| in southern Thailand and Malaysia 


standably were reluctant to pay an 
| unrealistically high ad valorem royalty. 
| This resulted in a virtual stoppage in the 
| movement of tin concentrates. 
ay. © But in the absence of quotations 
| from London or Kuala Lumpur, the 
M. Thais effectively created a new bench- 
.| mark price. “The legal requirement 
| to charge a royalty — and hence the 
_| necessity to set a realistic price from 
| which the royalty is calculated — has 
_| put Thailand in a unique position,” 
| commented an industry analyst. By vir- 
| tue of a 1966 law, such calculation is, 
| under normal circumstances, based on 








| the Malaysian price. If there is no quo- 
| tation from Kuala Lumpur, the London 
Hg and New York prices are referred to. 
| But if all three markets are closed, the 
.| DMRisempowered to set its own price. 
g It is probably too early to predict 
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| how much Thai price-setting will influ- 
|| ence international prices. Senior execu- 
.| tives at Thaisarco and the Mining Indus- 
| try Council (MIC, a private industry 
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Bangkok fills a void left by the market crisis 


Thailand’s tin tack 


group) lauded the department's deci- 
sion to set the first-day price at Baht 
13,849.79 a picul (about 60 kg), the 
equivalent of M$21.04 a kg, which is 
said to be similar to unofficial deals in 
Thailand and Malaysia. 

The posted price is not binding upon 
the actual transactions matched up by 
Thaisarco from its daily review of bids 
and offers. However, the weighted 
average of concluded deals on a given 
day is used as the DMR's posted price 
for the following day — provided that 
this average does not differ more than 
Baht 50 a picul from the posted price. 

As expected, the weighted average 
on the first day was lower, at Baht 
13,281 a picul (or M$20.18 a kg). Partly 
reflecting exchange-rate fluctuations, 
this moved up to Baht 13,528.80 a picul 


C. FERNANDEZ 





(M$20.54 a kg) on 18 December, on 
lower volume. 


haisarco would neither disclose traded 

volumes (for fear of unduly influenc- 
ing prices) nor identify buyers (apart 
from saying they were from Europe, 
Japan and non-producing Southeast 
Asian countries). The initial two-day re- 
sult, both in terms of prices and vol- 
umes, were described as “satisfactory.” 

“The market is still very sensitive. 
Buyers are buying the bare minimum to 
fulfil their immediate requirements as 
they wait for the re-opening of the Lon- 
don or Kuala Lumpur markets to get a 
clearer reading on prices," commented 
a senior Thaisarco executive. The com- 
pany would neither confirm nor deny a 
local press report which said the average 
volume traded in the first three days was 
about 60 tonnes. 

The temporary nature of the new ar- 
rangement means the exercise will end 





and the reference price revert back to 
any of the three traditional markets 
once they re-open. However, the 
Thaisarco official indicated the com- 
pany would insist on getting Thai tin ac- 
cess to the Kuala Lumpur market when 
it resumes trading. (Neither Thai nor 
Indonesian tin has had access to the 
Kuala Lumpur market before.) 

When formal world trading might re- 
sume is still an open question. There is 
likely to be increased international in- 
terest in the Thai posted price in the 
weeks ahead. Some believe it will deve- 
lop into an international benchmark. 
Others, however, think prices here ir 
evitably reflect those in Kuala Lumput 

Meanwhile, some in the industry 
hope Thailand will start its own official 
market based on a Thaisarco proposal 
submitted to the government on 6 
December. A response to DMR 
inquiries over whether the com- 

any could put together the 
ramework to start a Thai market, 
the proposal calls for the estab- 
lishment of a private independent 
body to supervise a free-market 
operation. Similar to the present 
mechanism, the proposed market 
would match buyers and sellers — 
the major difference being that 
Thaisarco would come in after 
volumes and prices were settled. 

The proposal, now awaiting 
consideration by an ad hoc com- 
mittee chaired by Industry Minis- 
ter Chirayu Issarangkun Na 
Ayuthya, has drawn mixed reac- 
tion. Those who have reservations re 
portedly felt Thai output is too small t 
justify a market of its own. Thailand is 
the third-largest tin producer after Ma- 
laysia and Indonesia, but its exports 
dropped from a peak of 33,445 tonnes in 
1980 to 20,013 tonnes in 1982 — the year 
International Tin Council (ITC) export 
cutbacks were imposed — and 18,332 
tonnes in 1984. On top of this, an esti- 
mated 7,000 tonnes is smuggled out of 
the country annually. 

However, those in favour see the 
longer-term possibility of Thai produc- 
tion climbing. *Nobody knows the real 
Thai [production] potential — if the 
price is right," commented the 
Thaisarco source. The apparent re- 
quirement for legislative changes to 
support the creation of such a market 
makes it a time-consuming process if the 
proposal is seriously pursued. i 

Meanwhile, the new arrangement 
has at least brought about a temporary 





"- 


mafket relief. Tin concentrates were 
moving again and contributed to a siz- 
able raw-materials stock at Thaisarco. 
Large mining concerns (like the two 
publicly listed offshore-dredging com- 
panies, Tongkah Harbour and Aokam 
Thai) had already exhausted their last- 
quarter 1985 quotas before mid-Oc- 
tober, which means the bulk of their 
output was exported before the world- 
market disruptions. 


ut more problems could surface in 

the new year. Assuming the present 
quota system continues in. 1986, which 
appears likely as the ITC has adjourned 
until 14 January, with a statement that 
first-quarter 1986 controls would re- 
main at 22,000 tonnes, what would hap- 
pen if Thaisarco could not export all 
output through the back-to-back deals? 
One MIC proposal now under 
Thaisarco review is for the miners to 
commission the smelter for “toll” smelt- 
ing, whereby the industry in conjunc- 
tion with the government would try on 
. Ss own to export whatever metal was 
'ft over from the back-to-back sales — 
possibly to socialist-bloc countries. 
Another suggestion from some miners, 
seen only as a last resort, is for export of 


LME trading floor: Thailand steps in. 


^5ncentrates. Toll smelting appears the 
iore attractive option, given value- 
added considerations. 

Meanwhile, the government relief 
package, of a royalty cut and tax reduc- 
tion, that accompanied the new posted 
price, is a far cry from what the MIC 
proposed. At M$21 a kg, the original 
royalty was slashed 24% from Baht 
1,174 a picul to Baht 889 — against Baht 
135 proposed by the MIC. The DMR 
believed miners could survive under the 
new structure with cost cutting and im- 
proved efficiency. However, the MIC is 
calling for more relief — including the 
abolition of a Baht 240-a-picul contribu- 
tion to the ITC buffer stock — to pre- 
vent more mine closures. 


» James Clad writes from Kuala Lum- 
pur: In the middle of a protracted crisis 
that seems to be pointing inevitably to 
the end of the present International Tin 
Agreement, Malaysian miners are find- 
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ing their own ways to sell the metal. In- 
creasingly, the  hard-hit industry's 
spokesmen are saying that only an open 
market can save what was once a crucial 
pillar of Malaysia's economy. 

Managing director of the tin-based 
Kumpulan Perangsang Selangor group, 
Datuk Suleiman Manan, said on 9 De- 
cember that the buffer-stock operations 
will have to give way to a free market. 
“We believe the crisis is a blessing in dis- 
guise; it could be the best thing that has 
happened to the tin industry in years," 
he said. 

That may be, but the short-term im- 
plications of the collapse of normal trad- 
ing have begun to bite. By 12 De- 
cember, local reports showed nearly 100 
mines “temporarily” closed and almost 
4.000 workers laid off, with gravel- 
pump mines especially vulnerable. 

“The cash-flow problem is so serious 
that some mine owners are even unable 
to buy diesel to fuel mining operations,” 
commented Datuk Hew See Tong, vice- 
president of the All-Malaya Chinese 
Mining Association. Physical tin trading 
stopped the day after the London Metal 
Exchange (LME) closure. 

Since the crisis began on 24 October, 
the immediate problem has been to find 


a benchmark price. The country’s two 
smelting companies, Datuk Keramat 
Smelting and Malaysian Smelting Co., 
planned to begin physical trading but 
the authorities, fearful of the effect this 
might have on efforts to revive the 
LME, did not allow trading to begin 
(REVIEW, 21 Nov. '85). 


aced with a desperate need for some 

kind of cash-flow, however sparse, 
miners have been trading at prices in- 
ceasingly set by Bangkok traders. But 
there is a long way to go before the Thai 
DMR's price becomes a reliable bench- 
mark for Malaysia's miners. “The Thais 
pegged prices too optimistically," a Ma- 
laysian industry source said. "They at- 
tracted little support." The same source 
said “operators are buying just enough 
metal to tide themselves over until the 
market can fully calculate the effect of 
ITC indebtedness and surplus over- 
hang." 








Many in the Malaysian industry ex- 
pect the B20 ee un levels just slightly 
above M$20 akg until volume buying is 
forced to pickup after the holiday sea- 
son. Amounts of tin being sold by the 
Malaysian smelting companies remains 
a closely guarded secret. Some obser- 


| vers believe the companies — by paying 


"advances" to the miners based on 50% 
of the 24 October price of M$29.15 a kg 
— are selling on margins that may be ac- 
tually higher than before the market's 


| collapse. 


On the other hand, export volumes 


| — rumoured to be at about half the 24 





October level — require higher margins 
to keep the companies just above break- 
even point. Another factor in the equa- 
tion is government encouragement for 
the smelters' advances to the miners and 
the delicate symbiosis between the 
smelters and miners (who both need to 
keep cash flows up). But most concur 
that the smelters are in the strongest po- 
sition, having both stock and cash re- 
serves. The miners have lots of the first 
but precious little of the second. 
Meanwhile, according to sources in 
Peking, China is cracking down on il- 
legal exports of tin and will support ef- 
forts to solve the current crisis in the tin 
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market. China's exports of tin — legal 
and illegal — have contributed in a mar- 
ginal way to the tin surplus on world 
markets. Customs figures show that 
China's exports of tin and tin alloy 
totalled 4,890 tonnes in the first nine 
months of 1985, compared to 1,805 ton- 
nes in the corresponding period of 1984. 
Most of the exports were in the third 
quarter. 

These do not, however, include il- 
legal exports of tin and tin concentrates. 
Illegal exports go to dealers in Hong- 
kong from small mines in Guangdong 
province, Guangxi and Yunnan, at 
below world market price, according to 
dealers. Malaysian Prime Minister 
Datuk Seri Mahathir Mohamad said in 
Peking in November that China sup- 
ported efforts by tin producers to hold 
down production. He cited Premier 
Zhao Zyang as saying he would con- 
sider his request to cut back China's tin 
production and exports. oO 
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link or swim? 


Australia unravels the protective net for textiles makers 


By Hamish McDonald in Sydney 


he Australian Labor Party Govern- 

ment's Christmas present from its 
main advisory body on industry protec- 
tion has been a report urging a steady 
demolition of the walls around its tex- 
tile, clothing and footwear industries — 
long an embarrassment for Australian 
leaders on their free-trade pilgrimages 
abroad, but in the past too politically 
sensitive at home for much more than 
tinkering. 

The latest report from the Industries 
Assistance Commission (LAC) is a hard- 
hitting attempt to demolish some of the 
stereotypes surrounding the three in- 

. dustries (increasingly lumped together 
E as the "TCF" sector). It also outlines the 


high cost to Australian consumers of 


maintaining local production at current 
levels. 

In recent years, the sector has been 
rationalised severely, but still supplies 
about 80% of Australian clothing sales 
and about 70% of its footwear. Ac- 
counting for only 1.496 of gross domes- 
tic product, it nevertheless employs 
some 118,000 people (10% of the man- 
ufacturing workforce), with as many as 
60,000 more employed as casual out- 
workers using home machines. 

At present, it is maintained by a 
seven-year protection scheme intro- 
duced by the conservative government 
of then prime minister Malcolm Fraser 
in January 1982. That was an attempt to 
simplify some 50 years of accumulated 
patchwork schemes, which still remains 
extremely complex. In its submission to 
the IAC, the Garment Manufacturers 
Association said some firms had taken 
four years to understand how the seven- 
year scheme worked. 

The basis is a system of tariff quotas, 
with base quota tariffs set at 5096 for 


Australian textiles worker: protected. 


clothing and 40% for footwear and tex- 
tiles. Within quotas, tariffs on certain 
quantities are decided by bidding under 
a tender scheme. 

Averaging the base quota levels and 
the normally much-higher tender quota 
tariffs, the LAC estimated that the pro- 
tection level rose to a maximum of 
12975 in the case of foundation gar- 
ments. Adding the protection given by 
duty concessions, bounty payments and 
other subsidy of inputs, the effective 
protection rate rose to 200-300% in 
certain. categories. And the system 
was full of anomalies. A domestic 


maker of sleeping-bags, for example, 






One down, more to come 


Reagan vetoes the Jenkins Bill at the last minute 


By Nayan Chanda in Washington 


: B arely an hour before the protection- 
| ist textiles bill sponsored by Demo- 
cratic Representative Edward Jenkins 
was to go into effect on midnight of 17 
December, President Reagan killed it 
by a veto he had promised (REVIEW, 28 
Nov. '85). Sponsors of the bill, how- 
ever, vow to override the veto in 1986 if 
the Multi-Fibre Arrangement (MFA) 
does not provide satisfaction to the 
American textiles industry. 

Despite his promise to resist the Jen- 
kins Bill, Reagan delayed the veto until 


44 


I -— 


the last moment because he wanted to 
avoid antagonising Republican mem- 
bers of the House of Representatives, 
who were being wooed to vote for a tax- 
reform bill promoted by Reagan. While 
the veto did not surprise anybody, it cer- 
tainly relieved Asian textiles exporters, 
who would have had to take drastic cuts 
in their sales to the US market. 

Had the bill been adopted, textiles 
imported from Taiwan, Hongkong and 
South Korea would have been cut by a 
maximum of 30% and imports from 
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was protected by a 25% duty, on com- 
peting imports but had to pay an 80% 
duty on imported nylon fabric. 

The commission pointed out that 
Australian protection levels thus tended 
to be two to three times higher than those 
of comparable West European econo- 
mies belonging to the Multi-Fibre Ar- 
rangement. The total of protection for 
the TCF industries amounted to about 
A$1 billion (US$684.9 million) a year, it 
estimated. This was equivalent to a 40% 
consumption tax on clothing and foot- 
wear — making the 12.5% consumption 
tax proposed in 1985 by Treasurer Paul 
Keating (and roundly rejected by con- 
sumer spokesmen) look *miniscule." 

The IAC recommended that the pre- 
sent plan be succeeded in January 1989 
with a new seven-year plan that steadily 
wound (down protection. Existing 
quotas should be expanded by a fixed 
4% a year, and all quotas sold by dollar 
bids. Out-of-quota duties should be set 
at a uniform 134%, which would be re- 
duced by 12 percentage points ° 
year to reach 50% by 1996, b 
which stage the tariff quotas win 
have ceased to have effect and 
protection will be afforded by a 
uniform 50% maximum tariff. 


|: of manufacturing jobs, 
not easily replaced in Austra- 
lia, has been the reason why pre- 
vious governments have baulked 
at similar recommendations. The 
IAC goes into the employment 
impact at some length: it sees a 
loss of 10-20,000 jobs over 10 
years, as import penetration rose 
from 20% up to 50% of clothing 
markets and from 30% up to 60% 
of footwear. (It also points out 
that lifting of the subsidies would 
free resources that could gener- 
ate perhaps 60,000 jobs in other 
economic sectors. ) 

It disputed the conventional 
view that without protection. 
domestic clothing makers ha 
no competitive advantage ovt. 
cheap-labour competition. It said 


China, Japan, the Philippines, In- 
donesia, Thailand, India, Pakistan, 
Singapore and Brazil would have been 
frozen at the levels of 1984. The bill also 
aimed at reducing shoe imports to 60% 
of the domestic market. 

While vetoing the legislation, 
Reagan tried to placate the textiles 
lobby by promising an inquiry into their 
charge that the US had imported more 
textiles than fixed by the MFA. In his 
message of veto, Reagan also said he 
had instructed US Trade Representa- 
tive Clayton Yeutter “to most aggres- 
sively renegotiate the [MFA] on terms 
no less favourable than present.” He 
urged congress to vote for an increase of 
US$100 million for a fund to retrain and 
relocate displaced workers. The US tex- 
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iew of the industry's ability to ad- 
hout large-scale retrenchments. 
n. principle, reduced protection 
i7 be welcomed by countries ex- 
| porting to Australia. But, the IAC sees 
|. problems with developing-country pre- 
rences, as its proposed scheme phases 
it tariff up in favour of a straight 
7e tariff by 1996. Preferences which 
' neutralised" by the quotas 
“bite and could seri- 
Jusly undermine the assistance the IAC 
proposes. The commission said it there- 
fore favoured removal from 1989 of all 
developing-country preferences. 












have been emerging as a potential em- 
plovment generator in South Pacific 


Forum countries, particularly Fiji, after. | 
| cessions. 
| desires. 


Prime Minister Bob Hawke promised 
virtual free access for the region E 
manufactures in August. 
When the IAC conducts hearings on 
its draft report in March, it can expect 
| last-minute pleading from vested local 
| interests. These will no doubt continue 
— at the the political level when the final 
report is delivered to Minister for Com- 
merce and Industry John Button in May 
| for submission to the cabinet. Based on 
s record, itis expected that Button will 
Je in sympathy with the recommenda- 
| tions. 









in the wake of foreign competition. 
| - These measures did not help to mol- 
Jify the sponsors of the bill. Jenkins 
hopes the growing US trade deficit and 
the need for populist action in a year of 
congressional elections (1986) would 
combine to give his bill the two-thirds 
majority needed to override the presi- 

dential veto. 

| -. Under the constitution, a bill vetoed 
E! by the president may be overridden with- 
 intwo years. In November, the Senate 
passed the bill 60-to-39 and in December 
the House passed it by 255-to-161. Jen- 












Is f a veto override to pressure the ad- 
nistration into adopting a tougher ap- | 





at coming MFA negotiations. D 
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By Paul Ensor in Seoul 


our days of closed-door trade nego- 
tiations between visiting U IS officials 
and their South Korean counterparts in 


| mid-December apparently produced no 
| concrete results. The talks centred on 


| two outstanding charges by the US Gov- 





| pear 
| closer together on the 


seems to be holding out the threat. 


companies, 


in the White House for 
quick results to calm 
 protectionist flames in 
-o | congress — may prove 

While larger exporters, for whom | 
Australia is a small market, may go | 
along with this, smaller regional. pro- i 
ducers may object to loss of prefer- 
ences. Garment exports to Australia | 
| press impatient for set- 


against the fire- and 


| eign companies starting 


| ences remaining con- 
tiles industry has laid off many workers 
| tent of the market open- 


ernment of unfair trading by South 
Korea, as stipulated by Section 301 of 
the US Trade and Tariff Act. 

The charges relate to South Korea's 
domestic insurance market, which the 
US says is overly protected from foreign 
and intellectual-property 
rights. Both sides are under political 
pressure to resolve the disputes iie 
Timing — the speed with which the 
South Koreans will respond to the US 
demands vs the desire 


to be the greatest stum- 
bling block in future 
negotiations. The South 
Korean negotiators 
also face a public and 


tlements, but unwilling 
to make the quick con- 
Washington 


The two sides ap- 
to be moving 


insurance issue. The 
US charge was levelled 


life-insurance sectors. 
and the South Koreans 
have agreed to open 
both gradually to for- 


in the second half of 
1986. The main differ- 


cern the timing and ex- 





ing. The South Korean insurance indus- 
try is already making adjustments to 


strengthen its position when the for- 


eigners are allowed in 1986, with plans 
under way to launch four new life-in- 
surance companies outside of Seoul 
(in addition to the existing six) early 
in 1986. 

Intellectual-property rights are a 
much broader issue, which will be less 
easy to settle. The steps needed to pro- 
tect conventional media, by changing 
laws and entering into international 


"copyright agreements, are relatively 


| simple, and are likely to be the first the 


South Koreans. undertake. Protection 
of trademarks, a subject which is report- 


US-South Korea trade- -dispute talks make little headw 
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edly close to the heart 
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proposed changes in South. 
rently lax protection of 
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* US laws and stanc 
of protection.” 
John Bennett,  * 
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wan, secretarv 
[o f the ‘Inte 
| Economic Pol 
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Planning Be 
has headed the South Koreans 1 
talks) has stated his intention to f 
the two disputes soon, | 
He is hampered by the heatec 
sition in the press and among tr 
to making large concessions to t 
this stage. AS ü position papet 
office put it: "US pressure on ^ 
Korea actually threatens foreign 
to [South] Korean markets, bec 
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the government's exi 
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By Hamish McDonald in Sydney 


 ustralian manufacturer Pacific 
Dunlop (PD) is testing the strategy 
at Canberra’s economic planners 
hope will provide a path to survival for 
the country's battered industrial sector: 
taking its own inventions and designs 
into a carefully targeted attack on major 
foreign markets. 

. By most notions of economic advan- 
ge, PD should have been wiped off the 
oards several years ago. Its main pro- 
ucts — tyres, batteries, cables, rubber 

























































es and clothing — form a sector where 
ustralian markets are most vulnerable 
' import competition from newly in- 
trialised countries (NICs) in nearby 
Even if tariffs and quotas pro- 
ed blanket protection, the small 
nestic market of just 





il institutions in the top 


5 of Australian enter- Earnings" 







der NIC noses — for example, bed- 
sheets in Hongkong. 

PD's recent history provides both 
alutory and exemplary lessons for an 
.ustralian business community obsess- 
d with its takeover and asset-sale cycle 
f expansion. Attention has focused 
e on transfers of massive physical 
ts by companies such as Elders [XL, 
d Corp., Adelaide Steamship, the 
ken Hill Proprietary Co. and CSR. 
D has also been active in acquisitions 
one every six weeks in recent times — 
the company is juggling more with 
gibles. 
he company's strengths tend to be 
itellectual property such as design 
roduction patents, brand names 
distribution expertise. An awaken- 
appreciation of this strength has 
It a substantial goodwill margin 
Ove tangible assets into PD's share 
‘ice, and to some analysts the stock is 

l undervalued. | 
A logical contributor to this, if some- 
at surprising on the normal scale of 
orate. self-aggrandisement, is the 
: group identity of Pacific Dunlop 
ame formally adopted at the latest 













id latex goods, sports gear, shoes, tex- | 


16 million people (A$ 000) 
d put a low ceiling | operating resutts 
nbitions. Group sales 
nstead, it has moved | Depreciation 
m A i rofit before tax 
alongside the big re- | taxation 
ource houses and finan- | Operating profit after tax 
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The power of an idea: page 48 


shareholders’ meeting in November to 
reflect its new market orientation (re- 
placing the old name Dunlop Olympic). 

Head office is a floor of someone 
else's building on Melbourne's Collins 
St. The mementoes of the company's 
past are all portable Evonne 
Goolagong's tennis racket, Ron Clark's 
running shoes, Don Bradman's cricket 
pads (all Dunlop products) and various 
textile bobbins and tyre moulds. Man- 
aging director John Gough has kept cor- 
porate staff down to a sparse 48 people 
— in a group that now employs 27,000 
— with virtually the only function not 





share: 


pi 


deyolved out to group subsidiaries 
being the treasury operation. 

Like the jesters employed to walk 
beside Roman emperors and whisper 
that they are mere mortals, a ghost 


cutives about the dangers of too-rapid 
expansion: that of the late Dunlop Aus- 
tralia chief executive Eric Dunshea, 
who took that path with near-disastrous 
consequences inthe late 1960s, 
The company had begun in 1899 as 
Dunlop Pneumatic Tyre Co. of Au- 
stralasia, formed to acquire the Austra- 
lia and New Zealand rights from the 
British company set up to exploit Dun- 
lop's invention. It made Australia's first 
pneumatic tyre in 1903 and its first ten- 
nis ball in 1908. With an agreement on 
financial, technical and raw-materials 
assistance in 1927, the British company 
took a substantial shareholding. This 
was wound down over the years, disap- 
pearing entirely two years ago. 6 
Dependency on a single major pro- 
duct caused Dunshea to begin a dizzying 


haunts PD to remind present-day exe- 
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onentation. An .unstu 






period of diversification from 1968 until | ; 


his death in 1972. In the process, the 
















rises by profit, with an Net asset backing 44 turning A$23.5 million in 
$82.7 million (US$56.6 | PNidend capital to shareholders. 
Million) net profit on | Searing) | | 
les of A$1.85 billion in | gorrowing: assets (ander Jarman, Dun- 
the year to 30 June 1985. Debt: total equity j| ww lop refined the stra- 
And it is expanding rapid- — | «uy 'st after acquisition of Olex Cables. . . | M i tegy that has. carried 
ly into world markets, | auae or average due ace ments for equity accounting. d through to the present. 
coring some sales right TUM | 








| conservatively managed company was | « 


to define the compan. 
rather than as a manufacturer. The deci- 
sion on whether to manufacture or trade 
someone else's product follows the 








geared up hea 
rupled to A$88 mil 

ers’ funds‘ rose 60% to A$T; 

blowing the géaring (borrowings to 
shareholders funds) out from 3095 to © 
nearly. 71%. The ‘acquisitions, which 
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down, retaining only the prime bra 
names among the new subsidiarie 
investment community's wariness a 








had been reduce 





















. path. Instead, it chose to 
reassure markets by re- 





Fundamentally, this was 
























Gough 
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continues — 
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for varioys Australian companies, some 
of which énded up in Dunlop. 

For manufacturing to survive at all in 
Australia (and even more to capture 
foreign markets), Gough told the 
REVIEW, it has to be *absolutely mod- 
ern, absolutely efficient." It also has to 
gain market leadership. 

in the once-basic tyre business, PD 
met a government decision in 1979 to re- 
duce tariffs on imported tyres from 4076 
to 2596 over three years with acquisition 
of the rival Olympic group. Combined, 
this gave a market share of about a 
third. In the six years since, the 
company has put about A$100 million 
into modernising its plants. Cheap im- 
ports (including alleged dumping by 
South Korea in 1982-83) and economic 
recession caused losses on the way, but 
Gough said the division was now mak- 
ing a “satisfactory” return on funds em- 
ployed. 

PD claims market leadership in most 
product areas in Australia. In some areas 
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Sough; Dicker: marketing strategies. 


it does clearly dominate: condoms, 
rousehold gloves, surgical gloves (more 
.han 9096 market share) or non-leather 
footwear (61%) or polystyrene products 
(75%). In many others, it has nearly 
half the market (such as mattresses and 
tennis balls) while in most of the re- 
mainder it has shares of 25-35% (cables, 
tyres, car batteries, socks, underwear, 
sheets, tennis rackets and golf balls). 

The group has also positioned itself 
to take full advantage of the integration 
of Australian and New Zealand markets 
under the Closer Economic Relation- 
ship agreement. In the past year, it 
bought British Dunlop International 
out of Dunlop New Zealand, took over 
Canzac Cables (to integrate with its 
Olex Cables division) and Flexible 
Hoses (as a channel for industrial pro- 
ducts such as conveyor belts and hoses), 
and bought minorities out of clothing 
offshoot Holeproof New Zealand. 

The third step, Gough said, was to go 
offshore with the company's own tech- 
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Sheathed in profits — | | 


Fast growth in the rubber-ptoducts division 


Ox mentioned coyly (if at all) in 
annual reports, the condoms and 
other latex items made by PD’s Ansell 
International (AI) subsidiary now form 
one of the fastest-growing and most pro- 
fitable of the group's business segments. 
The company is the world's biggest con- 
dom producer, and claims market 
leadership in surgical, household and 
industrial gloves, while also building a 
strong position in party balloons. 

If the epidemics of sexually transmit- 
ted diseases such as AIDS and herpes 
have a silver lining, it will go to com- 
panies like AI in the short-term while 
researchers work on a medical solution. 

PD acquired the former Ansell Rub- 
ber Co. in 1969, obviously because of 
its apparent links with the then 
mainstream rubber business. Founded 
in 1905 by Eric Ansell, the 
company had developed in- 
novative processes at its 
inner Melbourne plant al- 
lowing continuous automatic 
production. Until as recently 
as two years ago, the fact 
that it made condoms at all 
— let alone that its Chek- 
mate brand dominated the 
Australian “prophylactic” 
market — was not men- 
tioned in company publica- 
tions or the business press. 

AI moved offshore in 
1975 with construction of a 
factory at Malacca, Malay- 
sia, beating rival London 
Rubber Co. (makers of the 
Durex brand condom) by 
three years. In 1981, it ac- 
quired Akwell Industries, a 
US producer with a plant in 
Dothan, Alabama. This plant 
has given Ansell about 5% of the US re- 
tail condom market and the majority of 
sales to the US Government for its 
foreign family-planning supplies. 

In 1985, AI reached agreement to 
buy New Jersey-based Youngs Drug 
Product Corp., whose Trojan brand 
condom has 55% of the US retail mar- 
ket and brings in nearly US$30 million 
worth of sales a year. This was blocked 
by the US Justice Department on anti- 
trust grounds, though AI went to great 
lengths to meet objections. It had of- 
fered to sell off certain ancillary in- 
terests and had pointed out that adding 
Ansell's 5% market share made little 
difference, and that condoms were in 
any case only 8% of the US contracep- 
tive market. 

The Alabama plant also put Ansell 
into the US market with its household 

loves. Production methods transferred 
rom Melbourne let it offer supermar- 
ket chains such as Safeway a new 
house label product that undercut ri- 


vals such as Playtex by nearly 50% in 
price: 

In the past 18 months, Ansell has 
made two further acquisitions to expand 
its product range: Pacific Polymers, a 
US firm which supplies . super-clean 
gloves to high-technology industries 
and Apair, a British maker of nitrile 
gloves used in chemical industries. 
Shortly, it completes a new plant at Lat 
Krabang, near Bangkok, which will 
make household and medical gloves and 
balloons for the world market. 

Further acquisitions announced on 2 
December will expand AFs sales to 
more than A$200 million in the current 
year. These are Lamprecht, a small 
West German manufacturer of neop- 
rene industrial gloves; Bioser, a French 
distributor of latex gloves and disposa- 
ble medical products; Kelga, a Malay- 
sian maker of household and industrial 
gloves and Pharmaseal, a US maker of 
surgical gloves, examination gloves and 
medical kits. 


A new product is the world's first dust- 
free surgical glove, which has been 
approved by health regulators in the US 
and Britain. AI sees a market not only 
in operating theatres but in pharmaceu- 
tical and electronics plants — where the 
powder used to lubricate conventional 
gloves can cause contamination. 

Ansell managing director lan Dicker 
sees Japan as a major prospective mar- 
ket. Condoms account for 80% of con- 
traceptive use — creating a market two 
to three times that of the US — and its 
surgeons still mostly use re-usable 
gloves. European countries including 
Italy, Spain and Britain are also heavy 
users of condoms. “We pick out pockets 
of a market and get into them,” Dicker 
said. “One of the secrets of Dunlop is 
that we concentrate on our products. 
The typical medical-products salesman 
comes around with a big catalogue. Our 
salesman goes in just to talk about 
gloves." 

Ansell's sales grew by 37% to A$166 
million in the company's last year, 
which was 8% of PD group revenue. 
Profits before tax and interest rose 50% 
to A$24 million, which was 14% of 
group total. Of the sales, 56.1% were in 
the Americas, 25.5% in Asia and the 
Pacific and 18.4% in Europe. Sales 
were up 44% in the first four months 
(July-October) of 1985-86. 

Dicker said that contrary to many ex- 
pectations, the herpes and AIDS scares 
had not yet produced an identifiable up- 
surge in condom use. Al felt the effects 
more in demand for examination gloves 
from dentists and other professionals 
likely to be in close contact with mem- 
bers of the public. 

— Hamish McDonald 
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najogy and designs. “To survive, manu- 
facturing has to own te@hnology, and 
it’s got to be internationg technology,” 
he said. In two sectors, does have a 
technological lead. One is the remark- 
able Pulsar battery developed in its own 
Melbourne research department: the 
other is the latex-production methods 
for condoms and surgical gloves of the 
Ansell subsidiary. 


W ith a view to launching the Pulsar 
battery. on world markets, PD 
bought a 14.9% stake in the British bat- 
tery maker Chloride Group and paid 
A$69 million for Chloride's distribution 
network in North America and Austral- 
asia. In 1986, it sets up its first Pulsar 
plant in the US. 

Ansell has expanded its Malaysian 
plant in Malacca and opened a new 
plant in Thailand to make household 
gloves and balloons — both oriented for 
world markets. In the US, it bought 
condom-maker ^ Akwell. Industries 
Corp. for A$12.5 million in 1981, and 
but for anti-trust intervention by the US 
Justice Department, would have bought 
Youngs Drug Product Corp. (makers of 
the top-selling Trojan brand condoms) 
for A$20 million. 

In the consumer-products group, the 
various PDs are becoming known for 
both styling (as with Sheridan bed linen) 
and cheeky advertising (as with its No 
Knickers brand of women's pants, using 
the slogan “I’m wearing No Knickers”). 
Products are sourced from the most eco- 
nomic location, either in Australia, an 
overseas plant or an outside supplier. In 
the US, PD will be selling Chinese- 
made shoes through its newly acquired 
Hamilton Shoe Co., based in Missouri, 
alongside its established Penaljo-brand 
footwear. 


Footwear manufacture: economic location. 


Quality of management at both sub- 


sidiary and corporate level is uniformly 
cited by analysts as a notable strength of 
a group that Gough encourages to be 
run by individual company managers. 
Philip Brass, 37, who became group 
general manager under Gough early in 
1985 after heading the textiles and 
clothing operations, is the well-re- 
garded heir-apparent. Gough himself is 
keen to get his managers out into world 
markets. 

The company itself sees foreign mar- 
kets accounting for 25% of sales, assets 
and profits in the current 1985-86 year 
as against 17% in 1984-85. This should 
move rapidly up to 33% in subsequent 
years, Gough said. Already, a third of 
the 27,000 employees in the group were 
located outside Australia. First-priority 
market is North America, because of 
size, cultural compatibility and open- 
ness. Next comes Europe and. then 


Japan. 


The power of an idea 


The basic car battery changes after more than a century 


small factory on the outskirts of 
Geelong, near Melbourne, is the 
industrial trial run for a product which 
PD believes will eventually be standard 
equipment in cars throughout the world 
— its new battery, called the Pulsar. 
Since its opening in April, the plant 
is working up to capacity of 300,000 Pul- 
sar batteries a year. The locally-built 
version of the General Motors “J” car 


"already uses the Pulsar as original 


equipment, taking 50,000 of the bat- 
teries a year. Other firms making cars in 
Australia, including Ford and Mit- 
subishi, also have the Pulsar under close 
study. 

PD claims the Pulsar is the most rad- 
ical departure in the car battery since 
the basic lead-acid storage battery was 
invented in 1860. Dunlop Batteries' 
manager for research and development 
Bill McDowell had been studying the 
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possibilities of a zinc-air battery for 
some years. It got nowhere, 

McDowell's invention is a battery 
that uses the same chemistry as the con- 
ventional cell, developing a potential 
difference by the reaction of lead, lead 
oxide and electrolyte. But instead of 
using heavy lead bars, it employs lead 
mesh set in light plastic frames. Sepa- 
rated by polyethelene frames, these ac- 
tive frames are wafered together. The 
current path in each cell is only 30 cm 
compared with 150 cm in a conventional 
battery, reducing the internal power 
loss. The result is a battery that provides 
greater cranking power than its conven- 
tional equivalent, with only a third to a 
half the size and weight. Ventilated 
through a special permeable film, the 
electrolyte is sealed in to last the life of 
the battery without topping up. 

The sandwich style of construction 





Sharemarket analysts see PD con- 
tinuing its pattern of 20% profit growth 
over the past 10 years, with Ansell's 
latex products providing the near-term 
impetus and Pulsar batteries coming on 
stream in the US after a year or so. Val- 
der Elmslie Jardine Fleming’s Shane 
Bannan sees profit reaching A$102 mil- 
lion for 1985-86, while Potter Partner’s 
Bruce Wilkie and Ian Wenham of Sydney 
stockbrokers Meares and Philips put it 
in the A$95-96 million bracket. 

EPS growth has lagged behind the 
strong profit growth as a result of PD’s 
financial caution. In the latest year, EPS 
grew by only 5.5%, compared with the 
25% profit increase, as a result of a 
rights issue and a placement to raise 
A$84 million of the A$135 million 


needed for expansion (the rest came 
from internal sources). 

In past years, EPS growth has still 
been a respectable 12% average, and 
shareholders can draw comfort from the 








McDowell: battery breakthrough. HAMISH McDONALD 


varies the power and voltage options 
enormously. It has enabled production, 
for example, of a “two-in-one” battery 
whereby a separate reserve capacity is 
available sufficient to start a car should 
a driver carelessly leave lights or acces- 
sories on overnight. 

The Pulsar has presented the Aus- 
tralian group with the dazzling — and 
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Optical-fibre cable: market leadership. 


fact that the latest annual report shows 
no foreign-exchange losses on borrow- 
ings — unlike many big Australian firms 
tempted offshore before the 20% fall in 

e Australian dollar over February- 

pril. Gearing has risen slightly, but re- 
mains highly conservative by current 
standards. 

An A$100 million purchase of 
foreign operations for the Ansell latex 
subsidiary announced on 2 December 
will be funded by a placement of 24.6 
million shares at A$2.25 each to lo- 
cal and foreign institutional share- 
holders (raising A$55.35 million) and 
internal funds. This expands capital 
by some 7%, while reducing gearing 
(debt-to-equity) from 131% to around 
125%. 

PD has protected itself against 
foreign-exchange risk by a rigorous 
matching of foreign assets and 
liabilities. To hedge its New Zealand ac- 
quisitions in 1984, it entered the 





daunting — prospect of a technological 
lead in a major industrial product. The 
~-oblem is to take it from Geelong, on 

ie edge of the Great Southern Ocean, 
into the industrialised Northern Hemi- 
sphere markets. While a small market, 
with only 3 million replacement battery 
sales a year out of estimated non-com- 
munist world demand of 150 million, 
Australia has been a fairly sophisticated 
testbed for new products. The A$10 
million plant at Geelong is highly auto- 
mated, employs only 15 workers a shift, 
and will be the model for future Pulsar 
factories. 


atents have been taken out world- 

wide, not only for the Pulsar itself 
but also for some of the machinery used 
to make it. McDowell is confident the 
technological lead will not be narrowed 
for several years at least, and any “re- 
verse engineering” imitators would be 
blocked from major markets by patent 
restrictions. In Japan, Dunlop’s patents 
have been challenged and upheld. 

In line with corporate strategy of 
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Eurobond market for the first time with 
two "Eurokiwi" issues totalling NZ$55 
million (US$28.9 million). While not 
going into baht for the new Ansell plant 
in Thailand, it made do with US dollar 
funding. 


tate a self-effacing stock in com- 
parison with other listings on Aus- 
tralian exchanges, PD has undergone a 
favourable re-rating in the past two 
years, pushing its share price up from 75 
A cents in adjusted terms to the present 
A$2.40 level. Valders Bannan esti- 
mates that the Pulsar battery alone 
merits another 50 A cents on the share 
price. 

One point of vulnerability could be 
any further weakening of the Australian 
dollar, given that imported materials 
and finished goods make up an increas- 
ing proportion of Dunlop products mar- 
keted in Australia. This could result in a 
squeeze on the company's margins, but 


singling out the US for first attack, PD 
had spent A$69 million by mid-1985 to 
acquire the North American and Au- 
stralasian battery plants and distribu- 
tion points of Britain's Chloride Group. 
While these have been non-performing 
assets for Chloride, particularly after a 
failed product launch in the US that cost 
millions in warranty obligations, they 
have given Dunlop instant market 
share. 

Chloride operations in Australia and 
New Zealand double Dunlop's market 
share to well over 50 % and offer pros- 
pon of cost-saving rationalisation. 

orldwide, existing product lines also 
double Dunlop sales to some A$600 
million a year. 

Most importantly, the purchase also 
brought Dunlop five factories in the US, 
one in Canada and a 49% share (and 
management control) of a plant in 
Mexico. Chloride is thought to have 7- 
10% of the US market, put at 60 million 
replacement batteries and 13 million 
Ms orc e units a year. 

In 1986, PD will build a new plant — 





lity to set pris — rather than take 
them. 

Gough said 1985's fall in the local 
dollar had been of some help for Aus- 
tralian-based manufacturing, but not to 
the degree first thought. World avail- 
ability of goods was such that foreign 
suppliers of tyres, batteries, footwear, 
certain textiles and sporting goods were 
reducing prices to meet the devaluation. 
The Australian industry that remained 


market ed does confer the abr 


| after the rationalisation of the past 15 
| years was already working to capacity, 
and would need time and assurance to 
! invest in new production. 


Another touchy area is a review of 
protection for the clothing, footwear 
and textiles industries due to be com- 
pleted soon by the Industries Assistance 
Commission, which advises the federal 
government. Gough points out that 
only about 30% of group production is 
now in protected areas, compared with 
more than 50% five to 10 years ago. Ul- 
timately, it is the government's decision 
whether it wants these goods made in 
Australia, he said. These industries em- 
ployed large numbers of people such as 
migrant women who had little prospect 
of getting jobs in the growing service 
sector. 

The increasing sharemarket favour 
has protected PD from raiders so far. 
The last takeover attempt was a partial 
bid by the mining house North Broken 
Hill Holdings in 1980. This lapsed, and 
the 11% shareholding the bidder ac- 
quired was partly dissipated. Currently, 
the largest shareholding (6.775) is 
owned by Elders IXL associate South 
Australian Brewing Holdings, with 
Australian X institutions prominent 
in the rest of the top 20 shareholders’ 


list. Oo 


probably in Columbus, Georgia, said 
group chief executive Gough — aimed 
initially at the replacement market, and 
structured in a modular fashion so that 
capacity can be quickly added. 

A 14.9% stake in Chloride Group in 
January had earlier made PD the 
biggest single shareholder in the British 
firm. Gough has disavowed any take- 
over intentions, but this clearly remains 
an option for the low-geared Australian 
company. 

Typically, PD is cautious about pro- 
jecting sales of the Pulsar. Gough has 
mentioned A$100 million a year within 
two or three years. Many analysts are 
much more bullish, with some estimates 
going up to A$450 million by 1990, 
which would be a 25% increase on pre- 
sent group sales. Even 5% of the US 
and European markets would add 
A$25-30 million to PD’s profits, esti- 
mated Wilson Lee of Melbourne brok- 
ers A. C. Goode and Co., while the 
necessary investment of some A$150 
million would be well within its capa- 
city. — Hamish McDonald 
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| By Louise do Rosario in Peking 


inochem, China's largest trading 


| S corporation and a vast business em- 
pire, has been dismantled over recent 


years, the result of Peking's efforts to 
decentralise its-economy in its drive to 


 modernise. But the story of Sinochem's 


fragmentation also illustrates the many 
good and bad effects of the decentralisa- 
tion begun in. 1978: confusion over re- 
sponsibilities, cut-throat. competition 
and provincial and departmental con- 
flicts. —. 


Sinochem, or the China National 
| Chemicals Import & Export Corp., is 


the biggest of all national foreign trade 
corporations (NFTCs), 18 at the last 
count, created under the former Minis- 


_ try of Foreign Trade, which had control- 
led almost all of China's foreign trade 


for years. Sinochem's shrinkage in re- 
cent times is typical of the fate of the 
NFTCs, whose sizes and responsibilities 
have been cut to make way for the new 
players in China's foreign trade. | 
Sinochem was once an unchalleng- 
ed institution which handled the trad- 
ing of all chemicals and petroleum 
products. Before 1978, it was China's 
sole representative in transactions of 
crude oil, refined-petroleum products, 
fertilisers, organic and inorganic chemi- 
cals, plastics, dyestuffs and related pro- 
ducts. | MEN 
Today, Sinochem is still big and pow- 
erful but its monopoly on many items 


has been broken. Since 1978, when 


foreign-trade reforms were introduced, 
large chunks of its business have been 
taken away by new corporations created 
on the horizontal and vertical lines of 
the bureaucracy. —— DE 

In 1984, Sinochem still accounted for 
a fifth of China's foreign trade, with 
US$6.3 billion in exports and US$4.1 
billion in imports. In absolute terms, its 
sales volume has remained steady be- 
cause of the overall growth of the chem- 
icals and petroleum trade. Its list of 
monopolies, however, has been greatly 
reduced: to petroleum, fertilisers and 


some kinds of chemicals: — - 


The newcomers include ministerial- 
level corporations backed by the State 
Council; Sinochem’s own 28 branch of- 
fices (which have grown to be more 


loyal to local authorities than to their 
parent in Peking); trading firms set up - 


by petrochemicals complexes, re- 


fineries and other industrial plants to 


handle directly what the respective pro- 


duction units need to buy or sell, and 
any other ambitious Chinese companies 
| that want a slice of the lucrative busi- 
. ness. puc uec EUM e 
| . Sinochem’s long list of rivals reflects 


Trading on a reputation — 


| China's Sinochem tries to clihg to export-import dominance 


| 


| export wh 





mercial duties. The va 
works which NFTCs ha 





the confusion that prevails in China's 


foreign trade today. 


. Hf foreign-trade reforms, such as 
those spelled out in.a detailed package 
in October 1984, are fully carried out, 
the worst is not yet over for Sinochem. 
Under the October proposal, Sinochem 
and other NFTCs will be reduced to a 


mere shell for ad ministrative, not com- 






st branch net- 
ave built up over 
the decades, nationwide, will be re- 
moved from their control, as branches 
develop into independent units with no 
obligation towards their parent. — 
Liberal Chinese planners see 
Sinochem and other NFTCs as part of 
obsolete machinery under the previo 
rigid, highly centralised economy. Thy - 
old system was useful when China's 











foreign-trade volume was much smalle 
and when the central governr i 
charge of every item traded. — i 

. Since 1978, a top priority has been to 
decentralise the foreign-trade power 
held firmly in the NFTCs, which are the - 













obvious target for reforms. P 
hopes that by allowing some. Chinese 
enterprises to buy what they need and to 
ort what they produce to foreign pari- 
ners directly, incentives, flexibility and 
healthy competition will be generated. 
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billion) yand 500,000 employees, 
Sinopec rightly bills itself as the coun- 
try's largest corporation. 

The potential of Sinopec as a fully 
fledged trade agent for all the enter- 
prises under its umbrella is enormous. It 
can develop into a big importer of all the 
raw materials and machinery necessary 
to run its plants — which in 1983, ac- 
counted for 4% of the country’s total 
economic output. It also can export all 
that its firms produce, which include 
petrochemical products and (a more re- 
mote possibility), petroleum. 

In Sinopec’s first 12 months of opera- 
tion, Sinochem did not feel the pinch as 
Sinopec staffers, most of whom are en- 
gineers and administrators rather than 
foreign-trade officials, were feeling 
their way. Sinopec had little choice but 
to allow Sinochem to continue doing 
what it had done for the 60-odd units for 
decades: trading of chemical raw mat- 
erials and petrochemicals products. In 
the area of machinery and technology 

ade, the long-time agents for Sinopec 
aits are two other prominent NFTCs, 
Techimport (China National Technical 
Import & Export Corp.) and Machim- 


ERAS 


^inopec petrochemicals plant: serious rival. 
ex (China National Machinery Import 
& Export Corp). 

Since 1984, Sinopec has conducted 
trade through its foreign-trade arm, 
Sinopec International. Zheng Wensen, 
deputy general manager of Sinopec In- 
ternational, told the REVIEW that in 
1984, the firm exported US$1.48 bil- 
lion-worth of petrochemicals and other 
chemicals products. It imported 
US$193 million-worth of equipment 
and technology, US$50 million in con- 
struction materials and US$116 million 
in chemical raw materials. Sinopec has 
evidently cut heavily into the business of 
Sinochem, Techimport and Machim- 
pex. While Sinopec is keen to expand its 
lines of trade, Zheng said at least six 
major products will remain in the hands 
of Sinochem in the foreseeable future: 
petrol, kerosene, diesel, lubricants, fuel 
and naphtha. 

Sinochem faces threats from the 
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newly formed trading branches of large 
industrial plants. The most famous ones 
are China Jinshan Associated Trading 
Co. (of the Shanghai Petrochérhical 
Complex), the Yanshan United Foreign 
Trade Co. (of Yanshan Petrochemical 
Complex in Peking) and the Liaohua 
United Foreign Trade Co. (of Liaoyang 
Petrochemical Fibre Corp.), all of 
which were formed in the past few 
years. Jinshan, for example, has been 
“slowly taking over the export of 
naphtha, [liquefied petroleum gas] and 
benzene” produced by its parent Shang- 
hai complex, said Jiang Shiyi, Jinshan’s 
vice-president. 

In 1984, Sinochem also lost its 
medicine business, with the formation 
of China National Medicines & Health 
Products Import & Export Corp. to be 
the agent for the pharmaceuticals indus- 
try. 

Sinochem officials profess uncon- 
cern. “Our role and those of other trad- 
ing corporations are complementary,” 
said Zhang Rongming, deputy general 
manager of Sinochem’s coordination 
and development division in Peking. 
“There’s no necessity these days to have 
a monopoly. There’s enough business 
for all and we also do not have the capa- 
city to do everything,” he said. 


Axe its many new competitors, 
what probably irritates Sinochem 
more than Sinopec is the growing inde- 
pendence of its own branches in pro- 
vinces and municipalities. A foreign 
trader divides these so-called little 
Sinochems into the pro- and anti-head- 

uarters groups. Branches in Guang- 

ong and Fujian, the two provinces with 
the greatest exposure to foreign trade, 
are considered to be the most rebelli- 
ous, often ignoring directives from Pe- 
king on prices and sales volume. 

Sinochem's head office in Peking still 
provides its branches with "pricing 
guidelines, but keen competition has 
driven local offices to offer so-called 
special discount prices to special cus- 
tomers," said an industry source. Fierce 
price-cutting was rampant in the early 
years of decentralisation, especially in 
1980-81. 

When things are quiet, the Peking 
office lies low but keeps an eye on its 
black sheep, observed an American 
chemicals trader. “But with the first 
signs of tightening up by the central gov- 
ernment, Sinochem will fight back im- 
mediately and attack a particular firm or 
branch for violating its instructions.” 

In the current clampdown on im- 
ports, he said, NFTCs like Sinochem 
look especially good because they re- 
present the once well-controlled and 
more predictable trade. Sinochem's 
trump card is its years of foreign-trade 
experience. And thé more confusion 
the decentralisation reforms generate, 
the longer Sinochem and its counter- 
parts will be able to hang on to what re- 
mains of their empire. Oo 
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Anything for 
a banana 


South Koreans get excited 
about imported fruit 


By Paul Ensor in Seoul 


Fo strangers to South Korea, pur- 
chasing a banana can be a surprising 
experience. In provincial towns, actual- 
ly finding one can be a great Vesp = 
in Seoul, the high price and low qualit 
of bananas sold are enough to deter all 
but the most enthusiastic of buyers. 

In the Lotte Department Store in 
Seoul, for example, special (12 kg) gift 
cartons are on sale for Won 90,000 
(US$108), compared to the going price 
of US$6.40 for a 16 kg carton in Tai- 
wan. Just as surprising as price is the 
source — the bananas are grown in 
hothouses on the island of Cheju off the 
south coast of the peninsula. Surprising, 
or rather disappointing, is the taste. 

Bananas are South Korea's forbid- 
den fruit. Like most other fruits, their 
importation is heavily restricted and 
South Koreans seem to miss them more 
than most other fruits. Last year, when 
7.000 tonnes of bananas were imported 
from the Philippines in a countertrade 
arrangement, the great markets of 
Seoul offered the spectacle of people 
walking the streets slowly devouring im- 
ported bananas, savouring each bite. As 
K. H. Choi of the (government-run) 
Korea Trading International Co., which 
handled the Philippine deal, joked: 
*Maybe now our people can say to the 
government, as our income rises, we 
have the right to eat bananas.” 

All fruit imports are heavily re- 
stricted in South Korea. Standing in the 
way of liberalisation are the vocal in- 
terests of local farmers, backed by the 
Ministry of Agriculture and Fisheries 
(MAF). The only exceptions are lemons 
and grapefruits, imports of which were 
recently liberalised. But rigorous 
quarantine requirements, which require 
up to two weeks’ storage upon arrival, 
have discouraged importers — espe- 
cially of grapefruits, whose quality suf- 
fers from such treatment. 

Import restrictions have kept prices 
high — above international levels — 
and quality low. Fruit can only be im- 
ported for re-export, and canners who 
export from here import Japanese tanger- 
ines despite a large local crop because of 
their lower price and better quality. 

When the bananas were imported 
last year, politicians in the national as- 
sembly accused the government of bet- 
raying the nation’s farmers. Farmers say 
sales of imported bananas cut into sales 
of other fruits, which are often in 
surplus on the domestic market and dif- 
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ent "Whfair competi- 
from imports, their prices were 
iped up and the profits put into a so- 
J price-stablisation fund run,by the 
- which acts as a buffer to farmers 
uit and vegetable prices. 

Cheju is warmer than the rest of the 
ountry, but hardly enjoys the "sub- 
opical climate" local tourist literature 
describes: temperatures drop to freezing 
in the winter occasionally and there are 
strong winds throughout the vear. The 
trees must be housed in large green- 
houses year-round, with expensive 
heating systems for winter months. Yet 
the heavy initial investment and high 




























s have dominated the economy 
the past six months and seem likely 
ontinue to be a crucial issue in the 
Xt six. Their wide fluctuations, as the 
onomy finds a new level under the 
iberalising regime of Finance Minister 
Roger Douglas, is causing business — 
'articularly exporters — headaches. 

. After the introduction of a tighter 
monetary regime in April, coupled with 
the government's determination to fund 
ts budget deficit on the internal market, 
nterest rates soared. Rates for com- 
mercial 90-day bills touched 28% in 
September-October. Short-term treas- 
ury bills went as high as 27%. Longer- 
term stock reached 22%. The turn- 
around came in mid-October and the 
lide has been steep: 18% for 90-day 
commercial bills, 17-18% for short-term 
reasury bills and 
0 December. | 

- The exchange rate, bid up by foreign 
nvestors taking advantage of the high 
nterest rates, has followed interest 
ates down. The Reserve Bank (the cen- 
ral bank) trade-weighted index, which 
as at 62.7 at the time the currency was 
ated on 4 March, climbed to a peak of 
5.2 on 14 October, easing to 71 in early 
lecember and then plummeting to 61 


















y 16 December. 

In US dollar terms, the rate had fall- 
o around 48 cents to NZ$1 from a 
‘of 59.5 cents in October and pre- 
at level of 44 cents. Against the Aus-. 
an dollar, the rate dropped from a 
h of 89.2 cents to 70.1 cents, com- 
ed with a pre-float of 62.4 cents. 

till adjusting to a floating-rate re- 
>, many exporters had not develop- 
he skills of forward cover and were 
t with diminishing returns. There 
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economic policies were 


irectly threat- 





ECONOMIC MONITOR 
Set for better days 


nterest rates and exchange-rate move- į 








government stock by | 






outcries from exporters that the |- 







ity of bananas. 
A Production is small 
plantations are projected to grow to 524 
ha producing 1.216 tonnes this year, 
from 133 ha producing 319 tonnes in 
1984. | ! 

Last year, the government agreed to 
the countertrade arrangement with the 
Philippines to import 7,000 tonnes of 
bananas in exchange for petrochemicals 
products from South Korea. While con- 
sumers bought the imports at about 
USS1 each, politicians and bureaucrats 
argued over the terms of the deal. Un- 
like previous one-shot banana counter- 
trade deals, this involved no exports of 
South Korean agricultural goods. 


















































damaging both them and the economy 
and calls by some for a managed-rate re- 
gime. As late as 12 December manufac- 
turers federation president, Keith 
 Tyrell, warned of huge layoffs after 
Christmas as exporters gave up the 
struggle. | 
Farmers, who supply around half the 
merchandise exports, also have been 
badly hit. Their subsidies are being re- 
moved in a three-year phase-out which 
began after Douglas' budget revelations 
in November 1984, and the rising ex- 
change rate denied them compensating 
returns in higher returns in New Zea- 
land currency. These returns were, in 
any case, affected by falling world prices 
for their main output — butter, cheese, 
milk powder, meat and wool. 
On the positive side, the government 
could point only to the falling inflation 
rate. With the removal of price controls 
in late 1984 and the 20% devaluation of 
the local currency in 1984, inflation had 
climbed steeply to peak at 5.1% for the 
quarter to June 1985. But the tighter 
monetary policies began to bite by 
spring and by the September quarter in- 
ation rate had fallen to 2.8%. The De- 
cember quarter figure, to be announced 
-in January, may be below 2%, partly re- 
flecting the benefit on import prices of 
the period of high exchange rates. 














































A head, however, the picture looks 
fF" murky. If the exchange rate re- 
mains low, inflation can be expected to 
rise in 1986, just when the government 
wants it low for the introduction of its 


but growing: the 


















"goods and services tax (GST)" planned | also: 
“for October. The GST is expected to | lyi 











Seoul will again be full « his 
time from Taiwan. Following lengthy 
negotiations, concluded in September, 
South Korea agreed to import 4-5,000 
tonnes of Taiwanese bananas in ex- 
change for 2,000 tonnes of South Ko- 
rean pears. Shipments of pears to 
Taiwan has begun; because of seasonal - 
factors, the bananas will come later. 
The Taiwanese had become increas- 
ingly impatient with Seoul over 
bananas, having lost the 1984 deal to the 
Philippines after months of wrangling. 
lrade in fruit between Taiwan and 
south Korea had become increasingly 
imbalanced owing to the restrictions in 
South Korea, and in 1982 Taiwan stop- 
ped South Korean pear imports. n 








add around 5% to inflation and if it - 
comes on top of a high figure, it coul > 
add to macro-economic mat. ~ 






agement problems in 1987: 
There are also serious 
| concerns over interest rates, 
centring on the budget de- 
31 March 1986), Douglas has reduced 
the deficit to an estimated 3% of gross 
domestic product (from 9% in 1983-84) 
— though this figure is doubted by some 
because the public accounts for the first 
six months of the fiscal year showed a 
wider deficit than they think is consis- 
tent with meeting the 3% target. 

Part of the reduction is due to better- 
than-expected growth — 6% in the year 
to March 1985 and 4.7% in the year to 
June. This both boosted government- 
fax revenue and cut government welfare 
and unemployment spending. But the 
economy is now slowing: most estimates 
of growth for 1986-87 are for nil to 1% 
growth and the Reserve Bank in late 
November forecast a 2% contraction = 
This would push revenue down and we 
fare spending up, widening the deficit 
and pushing interest rates back as the 





government funds the deficit. 


Adding to the uncertainty is a high 
wage round. Despite insistence by 
Douglas that his monetary policies 
would accommodate only general wage 
increases of 10-13%, the actual in- 




































































































as gone. The farewell 
ttended by half the 

Hongkong. Even Scrooge at- 
tended. it. “And Scrooge's name was 

p 1'Change Square for anything | 

t his hand to. 

ver painted out Martin's. 

ver. Mood it stood, above [ 






















king Co Tes was à tight- 
d, squeezing, wrenching, grasping, 
craping, clutching, covetous old reg- 
ator. No banker ever Po him i in 





nes 
s: | 
dear SAN lios are vou? When | 
you and your inspectors be coming | 
ee me?" But what did Scrooge care! | 
nce upon a time — of all the good | 
s in the year, upon a C hristmas Eve | 
‘Old Scrooge sat busy in his account- 








“house. “Bah, humbug,” thought 

Scrooge. "What's Christmas time but a 
time for issuing bills without money? A - 
time for finding your assets a year older, 
and not a percentage point more liquid? 
A time for balancing your books and 
having every item in them dead against 
you? A time when your clerk will expect 
to be paid a day's wages for no work? 
A poor excuse for picking a man's poc- 
ket every 25th December!" Dismissing 
his clerk, and shutting up his office, 
Scrooge beguiled the evening with his 
bankers' books ànd went home to bed. 

. . He was sitting down before the low 

fire when, to his amazement, a sudden 

clanking noise echoed upward from the 

. floor below. Then, up the stairs and 

through the very bedroom door, a 

spectre passed into the room before his 
eyes. The dying flame leapt up as if to 

cry “I know him! It is Martin's ghost!” 

. .. Scrooge had often heard it said that 

* fartin had no bowels, but he had never 
elieved it until now. He looked the 

. phantom through and through; he felt 
. the chill of its death-cold eyes. 
| The spectral chains clanked. The | 

ghastly voice shadowed forth. * You will 
— subject, of course, to the usual 
documentation — be haunted by three 
: Spirits. Without their visits, you cannot 
hope to shun the path I trod." And with 

_ that, the ghost was gone. 

- Scrooge fell into a deep sleep. He 
. awoke as the clock struck one, to see a 
- white-haired figure beside his bed. It 
- spoke. “I am the Ghost of Christmas 
^ Past. The things vou will see are 

shadows of the things that have been: 

they will have no consciousness of us." 
. With a touch, the spirit transported. 
Y Scrooge into the busy thoroughfares of. 

“a city where it was also Christmas-time. ` 
"hey stopped at a certain office door. 
and went in. It was a well-known regis- 
tered deposit-taking company. - 
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" known him. The banker was in a festive 


‘Scrooge could scarce 
begin to count them. 






and Told alike pla ec 


E 


ein 


With a a flash of pleasure, Scrooge 
recognised a banker whom he had not 
seen in Hongkong for some years now 
— younger than Scrooge had ever 


mood as his directors gathered around 
him. *Yo ho ho my boys." cried the 


banker, “no more work tonight. Or | 


ever. Let's have the shutters up. before 
a man.can say Roy Henry. Clear away, 
lads." 

Clear away! There's nothing they 
wouldn't have cleared away, stuffing 
the contents of the office into bulging 
brown leather cases, dancing and sing- 
ing the while. They were wishing one 
another a merry Christmas in Taiwan, 
Japan and Dominica, when Scrooge felt 
himself « ng back into sleep, back in 
his own bedroom. 

Scrooge awoke again in his bed- 
room: but in it sat a pent "[ am the 
Ghost of Christmas m 
Present," roared the 
giant. "Touch my 
robe." As Scrooge 
did so, the room 
vanished, and he 
found himself in the 
sitting room of an 
old but capacious 
family dwelling. — 

Within that sit- 
ting room was a 
great table. And 
around that table 
was grouped a fami- 
ly so numerous that 


The prime mover of 
their festive cheer 
sat, fat and fragrant, 
upon a platter atop. 
the table senem a 
cooked goose, such as never before was 
cooked for any family in Hong- 
kong! | 

A curious sensation touched 
Scrooge, as he looked upon the yellow 
form of the bird. It seemed, and he 
could not say how, to bear a strange re- 
semblance to Overseas Trust Bank, one 
of the banks under the supervision of 
his office. Smiling, the father of the 
house plunged a carving-knife into the 
meatiest part of the breast. A murmur 
of delight rose from around the table. 
Hurrah! 

It was sufficient for the whole family: 
indeed, as the lady of the house said 
with great delight (surveving one small 
atom left upon the dish), they hadn't ate 
it all at last! Yet everyone had had 
enough, and the youngest in particular 
> steeped in sauce up to the eye- 
/s. Abanc the table, young 
j games of charades, 





















struggling family shareholders, 


pues of ban 
^ Scrooge loo 
ghost, buts 
sh uffling tow 


be od. kon his register i 
deposit-taking companies, some of t 
names upon the graves. These were? 
sort of tombstones, he knew, 

| charges s usually aspifi | 
pear. The ghost pointed downward 
a single, lonely grave by which it str 
“Before I draw nearer to that 

at which you pc 
said Scrooge t 
quave ring. vo 
“answer me 
question. Ar 
the shadows of 
things that Will 
Or are they 
shadows of 
eres that May F 
only?" ‘The 
did not ansv 
stead, where 1 
stood, Scrooge 
only his be 
and felt his 
trembling upo 
own hard pil 
sprang up, à 
ed to the 
window, cal 
boy below: 
todav, lad?" 
day?" replied the boy, "why, it's CH 
mas day!” 
Christmas day! Scrooge hadni’ M H 
ed it. It was not too late. He ru 
his office. calling the poor ba 
the town away from their f 
families. One by one, they came 1 
merry Christmas," he said to tl 
an earnestness that could not E 
ken. *A merrier Christmas tha 
given you for many a year. TH 
last resort, endeavour to assist | 
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we will discuss vour affairs this À 
afternoon, over a bowl of smo 
punch!" 

Scrooge was better than his w 
He did it all, and more. The tiny | 
did NOT die. He became as 
friend, as good a master, an 
man as Hongkong knew. His 
laughed: and that was quite eno 
him. 
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Incompatible foreign bodies 


Overseas securities firms join the Tokyo exchange 


By Bruce Roscoe in Tokyo 


Foreign membership of the Tokyo 
Stock Exchange (TSE), feared by 
Japanese securities companies, long op- 
posed by the Ministry of Finance (MoF) 
but finally approved in December after 
political intervention by Washington, is 
not expected to modernise — or West- 
ernise — Japanese stock-trading prac- 
ticas overnight. Indeed, some seasoned 
analysts of the volatile Tokyo market 
worry that the pervasive influence of the 
big four Japanese securities houses 
(Nomura, Yamaichi, Nikko and Daiwa) 
may eventually “Japanise” the newly 
admitted foreigners: Jardine Fleming, 
Vickers da Costa, Merrill Lynch, 
Goldman Sachs, Morgan Stanley and 
S. G. Warburg. 

Executives of the six foreign mem- 
bers do see ethics as an issue looming 
before them, but it is by no means an im- 
mediate concern. It may take at least a 
year before the foreign dealers can wit- 
ness, first hand, many of the reputedly 
corrupt practices of Japanese securities 
houses, such as dilution of client com- 
panies’ stocks by making public offer- 
ings which are in effect not public at all 
(because the new shares are allocated to 
securities' companies favoured clients). 

David Miller, who heads the Jardine 
Fleming operation in Tokyo, puts it 
more diplomatically than most: “In the 
case of public issues, sometimes the 
prices are adjusted to suit perhaps the 
shareholders, or perhaps the corpora- 
tions. I would describe the market as a 
more short-term managed market than 
elsewhere, but long term the fundamen- 
tals are there. In the short term it has 
more technical features to it, of which 

eople who participate in Japan should 
e aware. If you are not aware of them 
you should not invest in the market ex- 
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pecting to make money on any other 
than a lucky basis." 

Geoffrey Picard, managing director 
for Morgan Stanley in Tokyo, politely 
echoes a similar concern in appraising 
benefits of exchange membership. “The 
market will become easier to access for 
portfolio managers in the US and 
Europe who are not completely com- 
fortable dealing with the market as it 
is," he suggests. “To that extent you 
would expect the foreign securities 
firms participating to increase vol- 
ume." 

Foreign membership, however, is 
but one of several factors which the vic- 
tors believe will work to change the na- 
ture of the exchange. Probably the most 
important of these is the steady but sure 
disappearance of individual investors — 
now accounting for only 28% of total 
share ownership — as institutions, both 
Japanese and foreign, continue a trend 
of dominating large-volume trading. 
This, the foreigners hold, is going to 
make it difficult for Japanese securities 
houses to simply move prices around on 
the strength of their wide distribution 
capability. 

Of the six, only Merrill Lynch and 


GROSS PURCHASES AND SALES OF 
US EQUITIES BY FOREIGN INVESTORS 


{US$ million, 1984} 
A 966 


Source: US Treasury. 
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REVIEWDIAGRAMS by Frank Tam 


Morgan Stanley are expected to be 
ready to start trading in February; some 
others by June, but in the case of one or 
two, probably not until September or 
October. Before then, the foreign mem- 
bers must clear a number of physica! 
barriers — and bureaucratic restrict 

— in order to begin direct trading on luv 
exchange. 

As some executives of the six put it to 
the REVIEW, the task ahead is as com- 
plicated, if not more so, as the proce- 
dures required for setting up represen- 
tative and branch offices in Japan. Sec- 
uring Tokyo office space for floor trad- 
ers near the Kabutocho exchange, 
though seemingly a mundane factor in 
executing business, has become crucial 
— though perhaps not as crucial as the 
need to find bigger branch premises. 


V ickers da Costa, Morgan Stanley 
and Goldman Sachs are desperately 
searching for more space to accommo- 
date staff increases of 10-20 in the first 
year of membership. The search is frus- 
trated by the need to obtain approval 
for new premises from the MoF, offi- 
cially before selecting a site. But once 
space — any space, almost anywhere — 
becomes available, prospective tena 
must pounce on it with lightning spe 
Applications for MoF approval come 
later. Foreign securities companies, as 
well as trading corporations, have come 
to view the space shortage as Tokyo's 
most significant “non-tariff barrier." 
The next barrier is recruitment. 
Particular care is being taken in screen- 
ing applicants for floor-trading posi- 
tions. Honest brokers are needed. But 
these traders also must be acceptable to 
the club of floor traders managed by the 
big Japanese houses. There is consider- 
able worry that the club may not fully 
welcome, or may even ostracise, Japan- 
ese employees of the foreign members. 
These fears are not exaggerated. 
What surprised some among the six vic- 
tors most when their membership was 
announced was the flow of congratulat- 
ory telegrams from the very Japanese 
securities houses which had fought long 


2 JANUARY 1986 e FAR EASTERN ECONOMIC REVIEW 


Tokyo business district: space is tight. 


and hard against opening the exchange 
to foreigners. Tetsundo Iwakuni, chair- 
man of Merrill Lynch Japan, was espe- 
cially taken back. "These companies, 
including Japanese banks, now expect 
to play a constructive role in making 
e market more efficient," he said, sar- 
donically. 
Although the admission of foreign- 
ers to the exchange is regarded as an im- 
portant financial-liberalisation conces- 
sion granted dually by the exchange and 
MoF, the battle for what the foreigners 
regard as fair treatment in Japan is only 
just beginning. Among many points at 
issue, the need to apply to the MoF for 
permission to introduce even minor in- 


novations to stock and bond trading is’ 


the most disputed. 

Describing the MoF as “a large col- 
lection of strange people with too much 
power,” a Japanese executive of one of 
the six foreign firms fears it will be ex- 
tremely difficult for the foreigners to 
compete with new equity products or 
trading practices, even if such are 
clearly shown to work to the advantage 
of investors. 

As each innovation is explained to 
.? Mok, the executive said, it will 

ortly afterwards also be explained by 
Japanese officials to the major Japanese 
securities houses which, if they see suffi- 
cient merit in the foreigners’ plans, will 
prepare to introduce similar, competing 
products. “It is going to be the same as 
the procedure for approving foreign 
drugs, and Japanese pharmaceuticals 
companies can easily beat foreign-pro- 
duct launchings with similar products,’ 
he said. “They get the chemical struc- 
tures documented in the applications 
held by the Health and Welfare Minis- 
try.” 

Merrill’s Iwakuni noted more basic 
discriminatory Japanese practices, such 
as the restriction barring foreign securi- 
ties companies from setting up sub- 
sidiaries in Japan. For Merrill, this has 

meant having to obtain three separate 
licences for the three branches it runs in 
Tokyo, Osaka and Nagoya. “Every 
time we open a branch in Japan, we 
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have to make an independent applica- 
tion for a licence. We now have three li- 
cences. We should be in the Guiness 
Book of Records. Nomura and Nikko 
each have just one," he said. "We have 
been in Japan for 24 years but still we 
cannot have our own company." He 
pointed out that the big Japanese 
houses have upgraded their representa- 
tive offices to branch status and then 
turned them into subsidiaries in New 
York and London. 


peus said Japan also is not play- 
ing fair with regard to pension-fund 
management, in which neither foreign 
nor Japanese securities companies can 
participate. Although nine foreign 
banks were recently granted trust- bank- 
ing licences, the fact that subsidiaries of 
Japanese securities companies in New 
York can manage US pension funds 
strikes foreigners operating in Tokyo as 
unfair. 

The exchange seat has cost each of 
the six companies about US$5 million. 
The cost of maintaining it varies from 
company to company depending on fac- 
tors such as how many floor traders are 
hired. Merrill Lynch puts its first-year 
costs at about US$1 million. There will, 
however, be a substantial saving on 
commissions. Until now, foreign orders 
have had to be channelled through Ja- 
panese members, who take around 27% 
of the commission, leaving the foreign 
broker with 7395 (which is reduced to 
around 50% after "rebates" ). 


NON-JAPANESE PURCHASES AND 
SALES OF JAPANESE SECURITIES. 


(USS million) 


Source: US Treasury. 
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Most of the six believe it will take 
well over a year to recoup the cost of 
membership: they say the savings made 
from commissions are likely to be ini- 
tially directed into efforts to improve re- 
search capability. Research ts the one 
area where a clear distinction already is 


| emerging between the foreign and Ja- 


panese houses; the latter universally 
tend to be bullish in reporting on com- 
panies whose shares it is in their interest 
to market. 

There is still a lingering question 
over whether each of the six victors ac- 
tually wanted to become a member. 
Merrill felt as though it were a “lonely 
fighter" in the battle foi membership. 
"We were the leaders in the negótia- 
tions. But there was not much support 


from the foreign community. Some 
were rather reluctant to join the ex- 
change," recalled Iwakuni 


The reason appears related to fears 
of a possible deregulation of the TSE's 
fixed-commission system. which 
guarantees profits for members, at least 
at the moment. But the rapidly growing 
investment-advisory business, about to 
be given a new legitamacy by legislation 
currently before the Diet (parliament), 
could become a powerful lobby for 
negotiable commissions. New invest- 
ment-advisory companies will push for 
better, negotiated equity deals for in- 
vestors than are possible with non- 
negotiable fixed commissions. Ex- 
change membership, therefore, may 
not be the saviour of foreign securities 
companies whose principal objective is 


obtaining more fixed commission on 
equities. 
And some serious questions are 


being raised over the selection criteria 
used by the exchange and the MoF 
Why was S.G. Warburg chosen over 
W.I. Carr, whose Japanese equities 
business is more than double that of 
Warburg's? The official reason 1s that 


Warburg's British-based business ts big- 
ger, but the size of an applicant’s over- 
seas trading was not cited by MoF as a 
factor for consideration when the appli- 


cation rules were initially explained. 
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Those energetic bulls 


New Zealand's stockmarket run shows no signs of flagging 


By Nevil Gibson in Wellington A 


ew Zealand's sharemarket rose 

12.4% in a spectacular bull run over 
l6 trading days, peaking at a record 
1,931.55 points on the Barclays Indus- 
trial Index on 18 December, from 
1,718.36 on 27 November. Market 
analysts said the run was prompted by 
falling interest rates and a dramatic 
drop in the value of the New Zealand 
dollar, which fell from 56 US cents to a 
low of 47.9 US cents in four days. 

This renewed interest in exporting 
stocks, which had been heavily marked 
down since July when the local dollar 
began its steady rise to reach a peak of 
just under 60 US cents in October. By 
20 December, the local dollar had set- 
tled at 50 US cents, and the Reserve 
Bank's  trade-weighted — foreign-ex- 
change index was at 63 compared with 
62.7 when the dollar was floated in 
March. 

The fall in interest rates was under- 
lined when three of the four trading 
banks dropped their indicator lending 
rates by two to three points and long- 
term government bonds eased by one 
point in the December monthly tender, 
compared with November. 

Observers said this had led to a lack 
of interest in the Euro-Kiwi market, 
triggering a sell-off when there was diffi- 
culty filling a large issue. The long- 
awaited currency plunge was a signal for 
other overseas investors to move 
strongly into the sharemarket seeking 
leading stocks. 

A number of top New Zealand com- 
panies have recently listed in Australia, 
including market leader Brierley Invest- 
ments, the first New Zealand company 
to reach a market capitalisation of NZ$2 
billion (US$1.1 billion). 

Brierley shares rose from NZ$6.30 at 
end-November to a high of NZ$8.20. 
Another high-flyer, the property and in- 
vestment company Chase Corp., per- 
formed even better, rising from 
NZ$3.90 to NZ$5.75. Chase, too, had 
just listed in Australia — and is a top re- 
commendation from all brokers, many 
of whom see it as a better bet than Brier- 
ley. 

ARRENE a trio of glamour invest- 
ment stocks was Equiticorp, which rose 
from NZ$2.80 to NZ$4.60 before an- 
nouncing a massive NZ$42 million 
share issue to take full ownership of 
three subsidiaries. Equiticorp’s Aus- 
tralian arm, Equiticorp Tasman, is 
80% owned by the New Zealand com- 
pany and is forecasting a profit of 
A$2.2 million (US$1.5 million} in its 
first nine months’ operation to March 
1986. 

Market expectations are high, but 
there is a strong following for the share 


and backers have so far not been disap- 
pointed. Equiticorp listed in June 1984 
and shareholders have since had a one- 
for-five bonus, as well as entitlements to 
the Australian float and another invest- 
ment float, Omnicorp. 

Investor interest in stocks which can 
outperform the market during a reces- 
sion has drawn attention away from the 
solidly based industrial companies. 
However, the change in the fortunes of 
the local dollar has made industrials 
such as Fletcher Challenge, Carter Holt 
Harvey, NZ Forest Products and 


Feltex (40% owned by Equiticorp) look 
cheap. All have seen strong buying re- 
cently from overseas, especially Austra- 
lia. 

Plans by insurance and financial 
giant NZI Corp., currently ranked 
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fourth on market capitalisation, to ab- 
sorb the Marac finance group has re- 
newed interest in a sluggish performer. 
The company has most of its assets out- 
side New Zealand and is well-placed to 
be a fully fledged retail trading bank as 
deregulation of the banking sector pro- 
ceeds. 


Ithough foreign buyers have under- 

pinned the market at the top 
end, local buyers are switching into 
well-managed second-line stocks. Some 
of these have produced returns of 
more than 50% in the past three 
months. 

Among them is the property com- 
pany of former New Zealand Party 
leader Bob Jones, who has long advo- 





cated that New Zealand become a net 
earner rather than buyer gf invisible 
transactions, and reduce its dependence 
on exporting commodities. Jones has al- 
ready expanded his property empire 
into Australia and the US, intending to 
have more than half its assets offshore 
within the next 12 months. 

Another share likely to take off im 
1986 is R-and W Hellaby, a former 
meat-export Company now under the 
control of Bruce Judge’s Ariadne Aus- 
tralia. As part of the Ariadne takeover, 
Hellaby sold its meat-processing plants 
to pay off heavy losses, giving Judge a 
clean-slate company with only minor 
trading assets. However, Hellaby has 
already taken up sizable chunks of three 
other companies which have expan- 
sionist-minded intentions. Judge. is a 
master of the rationalisation game, but 
he is no longer alone. A series of corpo- 
rate moves have seen larger groups 
emerge in a number of sectors, from 
pharmaceuticals and chemicals to insur- 
ance and property. 

But in contrast to the sharemarke | 
rise during 1984, investors are 
longer in a mood to welcome un- 
tested floats. With a few excep- 
tions, most floats during the past 
18 months have failed to live up to 
their expectations, and two are al- 
ready in receivership. 

This has prompted the New 
Zealand Stock Exchange (NZSE) 
to explore other ways of introduc- 
ing stocks and giving investors a 
better track record. In February, 
stock-exchange members are ex- 
pected to approve a parallel mar- 
ket aimed at the smaller, less ma- 
ture companies. 

The idea came from NZSE pre- 
sident Rex Pearson during a recent 
world trip to study deregulation of 
major world stockmarkets. Pear- 
son has already pushed for more 
deregulation of the | NZSE 
(REVIEW, 14 Nov. '85), and said 
the parallel-market concept al 
had the backing of the New Z« 
land Venture Capital Association, 
a grouping of investors in high- 
growth industries. 

Ihe proposed move will provide a 
facility for funding smaller but expand- 
ing companies, as well as enable a small- 
er spread of shareholders than would be 
required for a fully listed stock. It would 
also allow a newer company to build up 
the required five-year record demanded 
by prospectuses registered for raising 
securities in New Zealand on the public 
market. 

At present, a fully listed company 
needs a minimum of 200 shareholders 
holding 25% of the capital, and any 
single shareholder with more than 5096 
has restricted voting rights: Pearson 
said the parallel market was likely to 
start trading in April, by which time the 
entire stock exchange would be com- 
puterised. Oo 
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Taxes will influen € 






. By James Bartholomew in Londan 
S everal funds enabling foreigners to 
invest in the Indian stockmarket, 
which are likely to become available in 
1986, look as though they will be very 
different kinds of creatures. One of the 
latest entrants in this unequal contest is 
provided by S. G. Warburg, the British 
merchant bank, and Birla, the "Wels 
known Indian group. 

In fact, these two promoters are en- 
tering two competitors. The Birla Mer- 
cury International Growth Fund will be 
invested internationally with only a 
minority of the money in India itself. 
But the Birla Mercury India Fund will 
be invested entirely in India. | 

= The India Fund is a much better- 
looking ànimal than the existing over- 
seas fund invested in India. The existing 
one is the CIFCO Hill Samuel Unit 






By Nevit Gibson in Wellington 


9 il-exploration companies are en- 
` couraged by the New Zealand Gov- 
d ernment's casing of its licensing require- 
. ments for future activity, but said they 
“are more concerned about possible 
-changes to tax concessions. Under the 
new licensing regime, the government 
‘will reduce its maximum interest in any 
well to 26% from 51% and abolish a 45 
NZ cents-a-gigajoule levi on new natu- 
ral-gas discoveries. 

However, a 12.5% royalty on all 
sales of petroleum would remain, and 
















a race by several new funds | 
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Fund. This one left the starting gates as 


long ago as October 1984 but it has not | 


gone anywhere. The reasons are that it 


is invested no more than 15% in India, it 


only invests in fixed-interest instru- 
ments and whatever profits it realises 
in India are subject to very high tax 
rates. z. 

The Birla Mercury funds should get 
more money wagered on them because 
one will be fully invested in India and 


equities. They may also be well sup- 
ported because of their connections. 
The Birla name could well attract sup- 
port from the overseas Indians at whom 
the funds are primarily directed. Mean- 
while, the broker, J. M. Financial, has 


experience ift selling to expatriate In- 


dians, particularly in the Middle East. 


i 'ax issues cloud the outlook for New Zealand on SXPIDIEUSIE 


there would be increases in fees and 
rentals from licence areas. A total of 50 


new licence blocks are being made 


available in the offshore Taranaki 
basin, where New Zealand's two major 
natural-gas producing fields, are located. 

The Ministry of Energy, through its 
agent Petrocorp, a state-owned enter- 
prise, will have a free carry interest of 
1196 in all new exploration activity, and 
the right to pay costs of up to another 
15%. Energy Minister Bob Tizard said 


. Petrocorp would also be able to apply 














both will be primarily invested in | 






















funds on gains m: 


cessions, 
: exploration activity — which is already 
ata lower level that of a few years age 


-watchdog group, Publiceyés, highlight- 









de i in Indiat on the a 
of investments held for under. thre 
years i$ à confiscatory 73.5%, If the in 
vestment is sold after three years, thi 
rate goes down to 40%, but that is stil 
high. These rates are higher than th 
Non-Resident: Indians (NRI), as the 
are known, would pay if they invester 





direct. So these investors may be reluc 


tant to bet on these funds. And if thi 
NRIs do not invest, then foreigners ac 
tually would not be allowed to. The for 
eigners will only be allowed to own ; 
maximum of 40% of the funds. 

The only fund which still looks goo 


after examining its tax position is th 


proposed India International Fund 
which is being organised by Merril 
Lynch. This fund will not be taxed oi 
any capital gainsor income until and un 
less it withdraws the proceeds fron 
India. nec it is oe mee ys t 









for licences i in vits own n right i in compe 
tion against other applicants. Oil indus: 
try spokesmen said the changes. were 
welcome, but indicated there would not 
be any bids until the government an- 
nounced its new tax regime. 

At present, oil companies can write 
off all exploration costs against tax, and 
investors can deduct a third of their in- 





vestment against personal tax. Luxoil 


managing director Dan Lux said that if 
there was any tightening of existing con- 
it would lead to a decline in 


despite some recent promising wells. 
There are signs, however, that some 
of the more favourable tax breaks will 
be ended. 
A recent report by a corporate 
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Comment | 


rran: 


Weaker A$ yielded higher returns from mineral and 
energy sales priced in USS. Share play by Robert Holmes 
à Court undoubtedly encouraged dividend jump and one- 
for-five bonus issue. 


Ew 


Overseas sales increased 15% to Y 1.05t, especia lly to. 
China. Current year net profit to fali 19e due to id 
yen. 


Forecast of 3096 drop in recurring profs for current voad 
due to yen appreciation. Dividends to rise to ¥8. 
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Group current profit estimated. to fall 58% to around. 
¥ 1.7t in full year, chiefly ae of sluggish de demand for. 
| sermon 
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The People's ee of 
China Year-Book 1985 


All the information on China you'll ever need in a single volume . . . 








Hard Cover 780 pages 


The People's Republic of China Year-Book 1985 is without 
doubt the single most complete reference work ever 
produced about China. Its contents range from the land 
and its people to business, economics, finance, culture, 
education, politics, science and technology and countless 
other subjects. 


What is it? | 

The result of thousands of man-hours, the People's 
Republic of China Year-Book 1985 was written and edited 
by The New China News Ltd., a group of dedicated 
professionals who know China intimately. The result is a 
book of unmatched breadth and depth. 


Who needs it? 

Completely indexed, the People's Republic of China 
Year-Book 1985 places thousands of facts and bits of 
information at your immediate disposal. The book is 
essential to businessmen, financiers, students, professors 
and virtually anyone with a need to know or a keen interest 
in China of today. Liberal use of charts, maps, tables and 
colour photos makes the book enjoyable as well as 
informative reading. 

How to get it? 

Order your copy(s) now by simply completing the coupon 
below and returning it together with the indicated payment 
of US$84.95 (or the equivalent in local currency) to the 
indicated address. 


Clip and mail this coupon today! Send to: 


Circulation Manager, Far Eastern Economic Review, G.P.O. Box 160, Hong Kong. 


copy(s) of The People's Republic of China Year-Book 1985 for which I enclose 
US$84.95 per copy. For surface mail delivery add US$10, for airmail delivery add US$25. 
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You may forward payment in equivalent local currency. 
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O n 2 December Laos’ communist re- 
gime celebrated the 10th anniver- 
sary of its accession to power. On 2 De- 
cember 1975, the People's Republic was 
proclaimed at Vientiane and the third 
country of Indochina had fallen under 
communist rule. However, unlike its 
predecessors, Laos had a relatively 
smooth transition. After lengthy talks, a 
coalition government of communists 
and non-communists was formed on 5 
April 1974, presided over by Prince 
Souvanna Phouma. On the same day 
the National Political Council was 
created under the chairmanship of 
Souvanna Phouma’s younger brother, 
Souphanouvong, the “red prince.” 

These institutions could have sur- 
vived until late 1976 when a general 
election was planned, but the fall of 
Saigon on 30 April 1975 — before it was 
expected in Hanoi — accelerated the 
demise of the transition government. 
During May and the following months 
sporadic and ^spontaneous" demon- 
strations started upcountry and several 
rightist politicians and army generals 
quietly went into exile. The demonstra- 
tions, which reached Vientiane in Au- 
gust, had little success, but they did 
open the way for the Lao People's Rev- 
olutionary Party to take over in October 
and November. On 29 November it was 
decided “to carry out the people's de- 
mands.” 

At a national congress, which met on 
2 December, King Savang Vatthana's 
abdication was made public and both 
the government and National Political 
Council resigned. The republic was es- 
tablished and Souphanouvong was 
elected president. Meanwhile, the gen- 
eral secretary of the communist party, 
Kayson Phomvihane, took over as 

rime minister. On 6 December a huge 

uffet dinner was held at “the ex-palace 
of the ex-king,” according to the invita- 
tion card that I still have, where the 
former and new leaders gathered as well 
as the diplomatic corps. The atmo- 
sphere was typically Lao — extremely 
relaxed. 

The euphoria was short-lived. Tens 
of thousands of the former regime’s 
army Officers and civil servants were 
sent to re-education camps — where up 
to 3,000 remain, according to US State 
Department figures. Savang Vatthana, 
arrested at Luang Prabang in March 
1977 and sent to the Sam Neua region, is 
certainly dead, though no official state- 
ment was ever issued. More than 
300,000 Lao crossed the Mekong to 
seek refuge in the free world. 

Ten years ago, I arrived in Vientiane 
on 26 November — the day that 
Souvanna Phouma’s son, Phania, swam 
across the Mekong — with an entry visa 
to the “Kingdom of Laos.” I departed 
six weeks later with an exit visa from the 
“People’s Republic of Laos.” 


Ma's b. 54 * 


Fast year thousands of national flags 
and almost as many red banners of the 
communist party were hung in Vien- 
tiane for the 10th anniversary celebra- 
tions. Garlands of lampions sparkled 
everywhere for several evenings. The 
scene was well set. However, there were 
not many people about — and the streets 
were deserted at sunset — until early in 
the afternoon of 2 December. Obvi- 
ously the authorities did not want to 
take any security risk while dignitaries 
of “brotherly countries," such as Viet- 
nam's party Secretary-General Le 
Duan, were staying in Vientiane. 

The curfew, customarily ignored, 
was stricly enforced. Armed policemen, 
a very unusual sight here, were on duty 
at all crossroads. Although rather de- 
bonaire looking. they appeared dissua- 
sive enough to the inhabitants, who 
noticeably, did not witness the huge 
parade — more civilian and folkloric 
than military — at That Luang Square 
on the morning of 2 December. Later 





on, when all dignitaries were well 
sheltered, life returned to normal. 
Large crowds attended the night fire- 
works at Lane Xang Avenue, probably 
more for the fun than to celebrate so- 
cialism. 


[ao is moving very slowly down the 
path to socialism. It seems that for 
the genuinely indolent and jovially tem- 
pered Lao, Marxism and the communist 
state hold little appeal. The Lao leaders 
are well aware of this fact. And they do 
not ignore the fact that harsh methods 
would simply push more people to cross 


the Mekong. 
A recent and well-intentioned re- 
form of government employees’ 


salaries, aimed at reducing inflation and 
suppressing various malpractices, had 
some unexpected side-effects. On my 
last stay in Vientiane a year ago, state 
employees bought their rations of rice at 
Kip 3 (8 US cents) a kg and sugar at Kip 







8 and resold part of them on the free 
market at 10 times the ration price. 
They used the income from these trans- 
actions to buy free-market consumer 
goods which were not available in the 
state-owned shops. 

Under the reform, salaries have beer 
increased by 1,000%. The monthly 
minimum wage, which was Kip 500 in 
December 1984 is now Kip 5,000. A 
teacher makes Kip 6,000 and a very 
senior civil servant gets Kip 10,000. 
However, only 10% of the salaries are 
paid in cash. The rest is recorded on a 
"carnet" (booklet) used for purchases at 
state shops. But prices also increased 
considerably: a kg of rice now costs Kip 
35-45, depending on quality; Kip 180 ¢ 
kg for sugar; Kip 370 a kg for pork, aq 
Kip 140 for a tin of condensed milk. For* 








tunately, fish is still cheap, and petrol 
rationed at Kip 50 a litre. 

Malpractices have stopped since 
state prices are only slighly lower thar 
the free-market prices. Unfortunately 
state shops have poor supplies of con 
sumer goods. To buy them, governmen 
employees have to resort partly to the 
free market where, of course, their car 
net is of no use. Thus the salary reform 
has meant a decrease in purchasinj 
power. It is said that the governmen 
will take “corrective steps,” which prob 
ably means it will increase the cash por 
tion of the salary ratio. 

Private-sector employees, who ear! 
Kip 20-70,000 a month, can afford t: 
pay free-market prices for food and fo 
expensive consumer goods importe: 
from Thailand. Most of these goods ar 
sold at the Vientiane central market 
where the monthly licence fees vary be 
tween Kip 5,000 and Kip 10,000. 

— Francois Nivoloi 


2 JANUARY 1986 e FAR EASTERN ECONOMIC REVIE\ 
. "o4 id y TRA = 


Dues 
m 


zz bh ur 4 LN 








| Aust Laus Bustos Nose Welty: | 


" 1 
\ 


| | 
IREWIEW 





Asia is home to more than half of mankind. Every day, 
events are happening here that not only shape the re- 
gion’s future but affect the entire world. The Asia 1986 
Yearbook does more than cover these events — it com- 
Ny analyses and interprets them. No businessman 

n afford to ignore them. Nor can any professional or 
scholar or anyone who has dealings with Asia. Decide 
for yourself whether any other single medium puts the 
economic, social and political realities of Asia at your 
fingertips as does the Asia Yearbook. 


Now In Its 27th Edition 

The Asia 1986 Yearbook, now in its 27th year, is bigger 
and more comprehensive than ever before. Matching 
the rapid pace of Asian development, it goes into great- 
er detail, with greater insight — a book which everyone 
who needs to know about Asia must have on the book- 
shelf. 


Features 
The Asia 1986 Yearbook includes two new chapters — 
covering a historic year in South Asia, and analysing US 
involvement in Asia — but you will find familiar chapters 
nd features as well: a portrait of The Region, The 
wer Game, Population & Food, Development Banks, 
Asian Finance, Asian Investment, Commodities, 
Energy, Aviation, Shipping, Fishing, Trade & Aid, the 
Pacific, Asian & Pacific Organisations, and a round-up 
of the year's news stories. 


As in the past, the Asia 1986 Yearbook has an abun- 
dance of charts, tables and graphics to illustrate the 
material, including a full military profile of each regional 
country. 


The main body of the book contains chapters on 31 
countries, ranging from Afghanistan to Japan, from 
China to New Zealand. 


Country-by-Country Analysis 

Each country is discussed with up-to-date reviews of its 
Politics and Social Affairs, Foreign Relations, Economy 
and Infrastructure, complete with a map and lists of 
leading public officials. The Asia 1986 Yearbook gives 
you localised, first-hand information on everything from 
market potential and population trends to foreign aid in- 
volvement and social and cultural landmarks. Each 


Announcing The All New 27th £ dition l 
We give you Asia, 
minus the mystery, 
™ minus the myth: 
* =" Asia 1986 Yearbook 








country chapter has a Databox giving essential vital 
statistics. And there is also a statistical round-up com- 
piled against a master questionnaire provided by Year- 
book experts. 


How We Did It 

Published by the Far Eastern Economic Review, the 
Asia 1986 Yearbook is the result of thousands of man- 
hours of work during the year. Every week, the Reviews 
correspondents file on-the-spot reports from every 
major Asian capital and every area of interest through- 
out the region. This leading team of writers, analysts, 
experts and research staff contribute (as they have reg- 
ularly for 27 years) to keep the Asia 1986 Yearbook on 
top of events. To give you Asia minus the mystery, 
minus the myth. To give you Asia as only the Far East- 
ern Economic Heview can. 


Soft Cover: HK$170/US$23.95/£20/S$49.50/M$56.50 
Hard Cover: HK$200/US$27.95/£23.75/8$58.50/M$67 
For airmail delivery, please add: 
HK$55/US$7/£5/S$15/M$17.50 per copy. 
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To: Publications Division, 
Far Eastern Economic Review, 
G.P.O. Box 160, 
Hongkong 


FarEasternEconomie 





Please rush me copy/copies of the Asia 1986 Yearbook as 
indicated. | enclose a cheque/postal order for ——— 


City Post Code | 


Asia 1986 Yearbook (Soft Cover) 
Price: HK$170/US$23.95/£20/8$49.50/M$56.50 each 


] by surface by airmail* 


No. of copies 

Asia 1986 Yearbook (Hard Cover) 
Price: HK$200/US$27 .95/£23.75/S$58.50/M$67 each 
[] by surface 


No. of copies | by airmail* 


*For airmail delivery, please add: 
HK$55/US$7/£5/S$15/M$17.50 per copy 


WE'RE PROUD TO SAY THAT 
ALEXANDER GRAHAM BELL WAS 
JUST THE START OF IT ALL. 











telecommunications. 


wireless transmission at 


communication network, 


cations industry. 


for R & D and technology 
transfer. From 1971 to 1983, 


tists and engineers increased 
by 7096. We currently have 
over 378,000 scientists, engi- 
neers and technologists. In 
aerospace alone there are over 
45,000 people. And our 
world-class universities add 
significantly to this pool of 
talent every year. 


With the formation of Invest- 
ment Canada, the Canadian 
Government has placed the 
welcome mat out to foreign 


The year was 1874. Thé place, 
Brantford, Ontario, Canada. ` 
The man, Alexander Graham 
Bell. His invention, the tele- 
phone. We suspect that even 
Alexander couldn't have pre- 
dicted all of the innovations 
that Canada would provide to 


From Marconi's first overseas 


St. John's, Newfoundland, to 

the more recent Canadian 
developments in fibre optics, 
cable television, the Telidon 
videotex standard, and the 
world's most extensive satellite 


Canada has always been at the 
forefront of the telecommuni- 


There are a lot of good reasons. 
Canada has hundreds of centres 


the number of Canadian scien- 


investors. The abundant 
supply of skilled labour is Just 
one of the many reasons why 
your company should consider 
the invitation. 


To find out all of the good 
reasons why Canada is today's 
land of opportunity for prof- 
itable business ventures, send 
for a copy of our investor s 

handbook. 


Come and see for yourself. 
Plan on attending 
"OPPORTUNITIES CANADA; 
a unique showcase of Cana- 
dian industrial capability and 
investment opportunities to 
be held in Toronto, March 12, 
13 and 14, 1986. We will also 
send you a brochure on 
"OPPORTUNITIES CANADA" 


Attach your business card to a 
copy of this ad and post it to 
Investment Canada, 
Canadian High Commission 
P.O. Box 10990, 
50732 Kuala Lumpur, 
Malaysia TLX 30269 
DOMCAN MA 


Investment Canada 

Business Centre, 
Commission for Canada, 
GPO Box 11142, Hong Kong. 


Investment Canada, 
Canadian High Commission, 
Maxwell Road, P.O. Box 845, 


Singapore 9016. 


WELCOME TO THE 
NEW SPIRIT OF ENTERPRISE. 





INVESTMENT 
CANADA 
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HONGKONG: ‘ 


The Shadow Cabinet 


PAKISTAN: 


The Army Stands Easy 
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IBM: 


personal computer 


A powerful office solution 


and the lowest-priced 
IBM personal computer 


of them all. 









If the IBM personal computer trim and compact — to look good Power, flexibility, superb soft- 
you've always wanted hasbeen just on your desk without taking it over. ^ ware and a surprisingly low price. 
out of reach, here’s some very good You will start to enjoy Now you've got all the reasons you 
news: the IBM JX is here. improved productivity from the first ever needed to own the IBM 

The new JX is a powerful day. A broad range of easy-to-use personal computer you always 
IBM office toolincorporatingsome JX business software speeds wanted. 
of the latest electronic technology. ^ everything you do at your desk — See the IBM JX personal 
Technology which makes the JX writing, planning, filing, graphics, ^ computer at your 
more productive and less expensive. bookkeeping. In addition, you authorised IBM 

At the heart of the JX is the can choose from hundreds of other dealer. 


same 16-bit processor used in the programs written for the ^ 
IBM PC. But there is also new [BM PC family. 

technology not found on any other As you discover more ways an 

[BM personal computer. Like IBM JX can help, you can add 

3.5-inch disk drives that are more powerful hardware options to 

compact, more convenient and expand its capabilities. You can 

more reliable. And high-density plug in more memory, disk drives 


chip components that make the JX and peripherals at any time. 


Little Tramp character licensed by Bubbles Inc., «a. IBM isa registered trademark of the International Business Machines Corporation. 
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THE LABELIOF ACHIEVEMENT 


BLACK LABEL COMMANDS MORE RESPECT € 
. {12 YEAR OLD - : 


JOHN WALKER'& SONS LTD., SCOTCH WHISKY DISTILLERS, KILMARNOCK, SCOTLAND 















erm us to correct some of the errors 
| Anthony -Rowley's article on the 
i | Authority of Singapore 
9 Dec. '85]. 





suspend trading for a tem- 
after consulting leading 
nkers and the MAS. The 
ted the arguments presented 
the committee. and realised ar it 





pen dec agi 
The supervisory committee set up to. 
pport the stock exchange committee 
















S acted only. 
n observer i in 


ài jercórmeu. 













'eement pro- 
ding, inter alia, | 
‘the formation. 








committee. It was 
on the request of | 
the stockbrokers and the-bankers that. 
the MAS agreed to chai that commit- 
tee... | 
» We would be ititerésted: in thes source, z 
or sources, of Rowley's information 
that the. value of forward contracts is as 
-high as $$2-3 billion (USS948.32 mil- 
lion-US$1.42 billion). The aggregate. 
value, compiled from figures supplied 
by all the stockbroking firms on the 
morning of 3 December, was approxi- 
pac $$600 million as at 29 Novem- 
' * No evidence has been unearthed 
ce then to contradict that estimate. 
The plain, unvarnished truth is sober- 
ing; there is no need for embroidery. 
» May we point out that not all the 
S$600. million in forward contracts per- 
tain: to shares in the “Tan stable” of 
companies. The majority of the forward 
contracts, by value, cover shares with 
underlying market value where trading 
has not been suspended. 
» Rowley exaggerates again in declar- 
ing that bank-lending for "formal 
hypothecated lines” is S31, 6 billion, be- 
sides whatever is provided for forward 
contracts. Figures supplied by brokers 
put their total borrowings at about S$1 
billion from banks and other financial 
institutions, for all purposes including 
forward contracts. 
» The stockbroking industry in Singa- 
pore is not a lame duck. Aggregate | 
shareholders' funds of all the stockbrok- 
ing firms are well over S$350 million, 
with augmentation likely by another 


MAS headquarters. 


















imittee of the stock exchange. 


| pickers in its affairs. 


| Singapore 


| advance instead of issuing.an almost in- 


1 
ij | try in general were elaborated i in SHROFF 
| 









nil hee resources, 

aie ‘by the S$180 million 
credit-line under the agreement be- 
tween local banks and brokers, are 
adequate to meet contingencies. 

» The authorities have been restrained, 
perhaps excessively so, in intervening in 
the internal affairs of ‘the stock ex- 
change hitherto. The enviable luxury 
and profound wisdom of hindsight 
suggest that, perhaps, a closer interest 
should have been directed at the ex- 
change. It is manifestly inconsistent for 
Rowley to castigate us for lapses in the 
stockbroking industry while upbraiding 
us for trying to lay the groundwork fora 
healthier and more dynamic industry. It 
is equally illogical to condemn’ us 


THAI eee te piti rH rre rta qi anaana rH y anaana Rd ig n HMM. 















is. alleged, we are already habitual nit- 


Director, Banking & Financial 
institutions D Department, MAS 









i e Annan: Rowley replies: It would of 
| course be helpful and constructive if 
MAS officials would give REVIEW cor- 






respondents the benefit of their views in 





evitable rejoinder after an article has 


said, my version of events wa 
information from usually 
sources. «Given the climate of official 
supervision of financial institutions in 
Singapore, I do not think it would be in 
the interest of those sources to say where 
individual estimates — as of total for- 
ward contracts — came from (the article 
did not say that the S$600 million of f or- 
ward contracts relate to the Tan stab of 








companies). As to whether the Singa- 
pore stockbroking industry is a “lame 
duck" — Koh's words, not mine — is a 
matter of opinion; my views on MAS at- 
titudes towards the stockbroking indus- 


[às Dec. 85]. 


Thin coverage - 


Well said, Derek Davies [TRAVEL- 
LER'S TALES, 19 Dec. '85]. Your obser- 
vàtions about the patchy manner of 
Australia's media coverage of the Asia- 
Pacific region are timely and — for the 
most part — on target. For many Aus- 
tralian editors, it seems, packaged news 
from Britain and North America is far 
easier to handle than the effort involved 
in on-the-spot reporting of this region. 

Asian coverage often appears to be 
elegated to the “too hard" basket — 
too hard to understand, too hard to ex- 
plain to readers and viewers, and too 


hard to find sufficient funds. (To cite. 


just one example, the coverage of A 
business and financial activities: 


Koh Beng Seng | 


been researched and published. That. 






| David Jen 


| roundly for designing legislation to |. 
; supervise the industry more closely if,as- 


Premier G 


my fears, because D want to see a br 


ene ——X 


















fully thid. ipie the obvious impor- 
tance off many such developments for 
Australih.) | 

Forginately there are some praise- 
worthy exceptions in both the print and. 
clectronics media down under, and 
some hopeful signs for the future, Ex- 
perienced Asia-hands of the calibre of 
(ex-REVIEW staffer now 
Sydney Morning Herald foreign editar) 
and Peter Has ngs (also S. M. H.).  pro- 
vide their readers with regular and per- 
ceptive analyses of the region. 

Both the Australian Broade: isting 

Corp. (ABC A ang Hs green | Broad- 

casting Service cover 
major Asian n 
and TV has h 








































nein s seven news aes 
staff correspondents [not si 
an office in Jakarta-—sadly min 
respondent since 1980 . | 
lancers in a number of other. Aia: 
countries. ) 

But the numbers of A 
media staffers in the region w 
relevant if their stories are « 
priority at home or are heavily 1 
in the daily battle for foreign c 
space. Hopefully, a younger ger 
of Australians — better schoole 
A dins iu. and i more commi 
ted to the r E if 

zadi 















being part of the region will conti 
have a hollow ring toi. jan Macinto i 
mage’ Asian Manager, / 


Nervous silence 


‘Loyal Singaporean’ [LE TTERS, 58 
85] pretends that “no one in Singa 3 
lives in fear and silence" despite 
quoting what former deputy premi 
Toh Chin Chye and the present Deputy. 
ih Chok long have sai? on 
the matter[REview, 27 June '85]. 
Allow me. therefore, to 
further what Toh had said last y 
"People abroad sav to me: ‘You $ sH 
gaporeans seem to be nervous, alway 
looking over your shoulders.” And 
true: Singaporeans are so bloody 
scared. Nobody wants to say anything. 
Its: always: ‘Don't quote me. do 
quote me.' They are scared of losing ade 
cence or their jobs." 
When a first-year student asked at a 
university forum recently what was 
being done to eliminate this climate of 
fear, he was told by Goh: “Is there areal 
need to take it away?" 
Let me assure ‘Loyal Singapor 
that | am perhaps an even more: 
Singaporean than he is, but | ám | 
sycophant. That is why I write, de 
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"Receives full support of Ministry "m Foreign œ Organized in association | B 





Economic Relations and Trade with China Law Society 
Organized in association with University | * One year self- study course ES 
of International Business and Economics, © Lectures prepared by top E 
Beijing —— Chinese law: experts. 

| Two weeks in April (13 — 26), 1986 in Beijing, . * An opportunity to ^. 
Shenzhen Special Economic Z one, 5. become part-time legal 
Guangzhou, Hong Kong, Macau ve consultant-in China 


Unique opportunity to learn from the source 
. * Meet senior Chinese. officials 
rg Visit Canton Trade Fair 
BE Benefit from case studies by experienced 
$ China traders from Hong Kong and Macau 


For further information, please contact: 





The Program Coordinator, | | 
University of East Asia, Hong Kong Office, 





; te C hina Trade d eed 


Rm. 17 719, Swire House, Central, Hong Kong |f : Master of International Business l 

Tel: 5.210261 Telex: T2108 RIWHX | d 1 Chinese Law Diploma Program 
ORD 1 Name: roe OR "T ip 

UEA North America Liaison, C ompany : : . | | E 

The Chartered General Accountant. | y ME E I a 






Association of British Columbia, Ti ide 
1555, West 8th Avenue, B 
Vancouver, B.C. M ipa »1 
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THE 'REVIEW 600°? 


One of the best ways to measure the dynamic quality 
of a publication is to examine the quantity and qual- 
ity of the advertising pages it carries. Last year, when.. 
many publications were struggling to. maintain ad- 
vertising volume, the Review carried more advertis- 
ing than at any time in its 39-year history. 


More than 600 companies from every corner of the ce 
. globe selected the Far Eastern Economic Reviéw to" 
promote their message representing every major 


ve dpa of dent inc ud banki ng & f 





SIMMS CAPITAL MANAGEMENT. LTD. NEW YORK | 








Global Investment Managers - 


arep pea? to announce the opening of their | 










| T clients in the e Asia/ Pacific Region. 
MR. DEAN BARRETT has been appointed 
- DIRECTOR (FAR EAST) - 









| As the world s premier p publi 





and initially the office will be located at 
030 SWIRE HOUSE, CHATER ROAD, HONG KONG. 
54 AMCC HX 


Far Eastern Econ > inh bm and join the Review 


600. 


For a composite of every adifertisemhent carried | 
write, on your company. letterhead, to: 












- Ms. Elaine Goodwin .. 

General Sales Manage: 

Far Eastern arpa aida Ltd. 
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3 | nvestors may find themselves riding a Tiger 
coming Lunar New Year is one noted in the 
trological calendar for wars, uprisings and di 
kinds. Portfolio investment could be about st 
ious swings in exchange and interest rates, as well as 
maximising profits. The Review’s annual Where To Put Your 
Money feature charts a path through the (bullish) interna- 
tional bond and equity markets for the Year of the Tiger. It 
suggests some hedge in gold — and explores ways of 
maximising gains while minimising risk, through options 
and warrants. There are ready-made portfolios from brok- 
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ers and fund managers — and advice on individual markets for those who want 


to go it alone. Pages 50-66. 
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Page 10 

Deng Xiaoping is uncertain how to ap- 

^^3se anti-Japanese student pro- 
ts while preserving good relations 

with Tokyo. 


Page 13 

An influential Soviet foreign-affairs 

adviser drops a hint that Moscow may 

panas its stance on its longstanding 
erritorial dispute with Japan. 


Page 14 

The Singapore Government prepares 
measures to combat the worst econo- 
mic slump in the republic’s history, 
while opposition MPs consider ways 
to exploit it. 


Page 14 

New Zealand, in the wake of the 
Anzus confrontation with Washing- 
ton, is determined to be more self-re- 
liant in defence, while rejecting 
isolationism. 


“age 16. 

ith a bizarre spy case, Hongkong 
sends a double signal to Taiwan and 
Peking. 


[oes 24-28 

Despite the lifting of martial law, the 
Pakistan army will continue to play an 
important political role. 








Page 29 
Defeated on the battlefield, Thai com- 
munists may be poised to launch a 
more insidious war — on the city 
streets. 


Page 32 

China's Xinhua newsagency has reor- 
ganised its Hongkong branch to re- 
semble a shadow government, which 
some see as an alternative power 
centre to the colonial administration. 


Page 43 

The Thai Government has finally given 
the go-ahead for a US$1 billion-plus 
Eastern Seaboard development pro- 
gramme. Opponents of the scheme — 
including the World Bank — say it will 
add to Thailand's debt, but the gov- 
ernment sees it as a way to restore 
needed economic growth. 


Page 44 

Bangladesh's third five-year plan 
aims to provide more food, more jobs 
and (through a population-control 
programme) fewer mouths to feed. 
Meanwhile, India's just-announced 
long-term fiscal policy is designed to 
support stable economic growth over 
the next five years. 


Page 67 

Coffee could be just the stimulant 
needed to inspire traders in Jakarta's 
Stock and Commodity Exchange 
Building, where physical trading of 
coffee beans is scheduled to begin on 
9 January. 


Page 71 

Japan's budget for fiscal 1986, ap- 
proved at the end of December, is a 
compromise between pressures for 
domestic economic stimulus on one 
hand and fiscal austerity on the other. 
But the budget has come under fire 
for the apparent preference for de- 
fence spending over foreign aid. 
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Prime Minister 
Yasuhiro Nakasone reshuffled 
his 20- member cabinet and the 
ruling Liberal Democratic 
Party's (LDP) executive ranks 
on 28 December, adhering to 
a political tradition of rotating 
and rewarding LDP parliamen- 
tarians. 

No key ministers or party 
officials were displaced, with 
Shintaro Abe remaining 
foreign minister, Noboru 
Takeshita finance minister and 
Koichi Kato still heading de- 
fence. Abe and Takeshita — 
not coincidentally — are candi- 
dates for the LDP party presi- 
dential post, which Nakasone 
has said he will vacate in late 
1986. 

The LDP’s top four posts 
remained unchanged, with 
Susumu Nikaido remaining 
vice-president, Shin Kanemaru 
secretary-general, Kiichi Miya- 
zawa also a candidate 
in next year’s party race — as 
executive council chairman 
and Masayuki Fujio staying on 
as policy affairs research coun- 
cil chairman. The party's 


- Tanaka faction was allocated 


six cabinet posts, the most of 
any faction. — Bruce Roscoe 


New Zealand seizes 
Noumea-bound arms 

New Zealand customs officers 
discovered an arms cache in a 
fuel tank aboard the Noumea- 
registered freighter Ile de Lu- 
miere, which berthed in Auck- 


land on 30 December. They | 


were apparently destined for 
extremists in New Caledonia. 
Police said the arms were 
probably put on board in Syd- 
ney where the ship was loading 
in early December, as Austra- 
lian newspapers dated .3 De- 
cember were used as wadding 
around automatic weapons 
parts and ammunition. 
— Hamish McDonald 


Indonesian TV station 
suffers major fire 
Several buildings in the main 
complex of TVRI, Indonesia's 
state-owned TV network, were 
burned out in the early morn- 
ing hours of 30 December, only 
five months after a still-un- 
explained fire gutted the 
Jakarta studios of the state- 
owned radio station, Radio 
Republic Indonesia. 

No injuries were sustained 
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Kukrit quits 1996! € | 
post after Bai l 
Former Thai ister 
Kukrit Pramo;- spped 
down as leader equ Aar year- 









old Social Acti SAP), 
following the gg» defeat in 
the hotly con d 26 De- 


cember by-election in Bang- 
kok. Although he took re- 
sponsibility for the poll fail- 
ure, the 74-year-old party 


founder said his decision was 
also motivated by advancing 
years and poor health. Foreign 
Minister Siddhi Savetsila was 
named as interim leader until a 
party caucus is convened in 
June, but there are doubts he 





will want to remain party 
leader after that. 
The party leadership 


change has already led to 
moves for a possible cabinet re- 
shuffle affecting the 15 SAP 
ministers in Prime Minister 
Prem Tinsulanond’s coalition 
administration and particularly 
the seven holding economic 
portfolios. 

In the by-election, former 
4th Army commander Gen. 
Harn Linanond and running 
máte Kanin Boonsuwan gave 
the resurgent Democrat Party 
its third victory in the Thai cap- 
ital this year, edging out mili- 
tary-backed SAP candidates 
Lieut-Gen. Vithoon Yasawat 
and Rachot Kanchanavanich 
by only 5,994 votes. The 
Democrats won in seven of the 
eight districts in Constituency 
One, but had to make up a 
10,000-vote deficit suffered in 
the army-dominated Dusit 
area. — John McBeth 
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First stock default 
reported in Malaysia 
Malaysian newspapers report- 
ed late in December the first 
default by a local stockbroker 
in relation to the forward con- 
tracts involving Pan-Electric 


Industries, now under re- 
ceivership. According to the 
reports, Ipoh-based Y. K. 
Fung Securities "refused to 
take delivery i some S$10 
million US$4.7 million] 
worth" of Grand United Hold- 
ings shares from the Singapore 
office of London-based James 
Capel. Fung denied defaulting, 
saying in a statement that it had 
“merely refused to take deliv- 
ery of the shares in view of cer- 
tain irregularities and il- 
legalities” relating to their 
ownership. — James Clad 


Diamond Shamrock signs 
Indonesia oil contract 
Diamond Shamrock Nether- 
lands Petroleum BV signed a 
contract for exploration of the 
110,018 km2 Aru block in east- 
ern Indonesia with the state oil 
company, Pertamina, a year 
after winning the bid on the 
area. The firm signed a stand- 
ard 30-year Indonesian pro- 
duction-sharing contract, giv- 
ing the firm 15% of oil pro- 
duced after costs are recov- 
ered, the rest going to Per- 
tamina and the state. Promet 
Energy signed with Diamond 
Shamrock as a 40% partner. 
Located in the remote Arafura 
Sea south of Irian Jaya, the 
block is in an area previously 


explored . unsuccessfully by 
Phillips Petroleum. 

— Paul Handley 
France, China agree 


on nuclear plant 

France and China have come to 
an agreement in principle on 
construction of a  nuclear- 
power plant at Daya Bay in 
Guangdong province. The 
agreement between the French 
firm Framatome, which is to 
supply two 900-mW nuclear 
reactors, the French state util- 
ity Electricité de France, to be 
responsible for overall en- 
gineering design, and the 
Guangdong Nuclear Power 
Joint Venture Co. was reached 
after discussions in Paris be- 
tween Chinese Vice-Premier 
Li Peng and the French Minis- 
ter for Industry Edith Cresson. 
The French partners are ex- 
pected to receive orders worth 


ts t UU UU 





Ffr 10 billion (US$1.3 billion). 
The total cost of the plant, 
scheduled for completion in 
1991, is put at US$2.6 bil- 
lion. 

: The parties are expected to 
sign a formal contract in early 
March, pending, conclusion of 
talks between the Guangdong 
company and Britain's General 
Electric Co. on construction of 
the conventional turbine gen- 
erators for the project. 

— Robert Delfs 


Manila delays cuts 

in import tariffs 

The final stage of the Phi- 
lippines' import-liberalisation 
programme, which was in- 
tended to bring down the aver- 
age import-tariff rate to 25% 
by end-1985, has been delayed 
by two months to end-Feh- 
ruary. The delay was mad 
accommodate local indust: sxo, 
which had complained that a 
"deluge" of imports would 
further worsen their perform- 
ance — already hurt by weak 
domestic demand. Many ‘in- 
dustries claim that current ca- 
pacity utilisation is. only 30- 
076. — Jose Galang 


Taiwan to allow funds 

for investment abroad 
Taiwan's central bank has au- 
thorised three local banks to 
set up mutual funds in Taiwan 
for investment abroad, limited 
at first to foreign treasury bills, 
bonds and certificates of depo- 
sit. The move is part of the gov- 
ernment's efforts to liberalise 
capital outflow in the face of 
the country's mounting 
foreign-exchange reserves — 
which were forecast to reach 
US$22 billion as of end-16 ^ 
The three banks — Bank 
Taiwan, Central Trust of China 
and International Commercial 
Bank of China — were to start 
accepting subscriptions on 1 
January.  — A Correspondent 


Burma revises laws 
on demonetisation 
Burma's People's Assembly 
has revised a 7 November 
demonetisation law, originally 
passed to suppress the black 
market. Holders of three de- 
nominations of notes were to 
bring them to specified centres 
by 31 December, and were to 
be given a full refund in legal 
tender notes in most cases. The 
revision shortens the refund 
period, provides for immediate 
refund of only 25% of the notes 
and exempts the diplomatic 
community from the process. 
— M. C. Tun 
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The text of.a 
agreement on Soviet uud 
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emorandum of understanding. 
-Soviet Foreign Minister Eduard 
“Shevardnadze i is expected to discuss - 
the details of the withdrawal proposal 
with US Secretary of State George 
t2 in Mul in late January. 









| Yr State for. 
East Asia and the Pacific Paul 
Wolfowitz and Assistant Secretary of © 
Defence Richard Armitage were to 
visit Hanoi in the second week of. 
sary to discuss bilateral issues 
including resolution of the problem - 
of American soldiers classified as 
“missing in action” during the 
Mictam War. US easly: do not 
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Students throwing stones to protest the 
sts of opposition student activists dam- 
aged several vehicles and set government 
pope y on fire ae Dec.). 


CHINA - | | 

The passengers and crew. vot a Soviet air- 

x hijacked to China on 19 December re- 
wded safely to the Soviet Union on 21 De: 
cember, the Foreign Ministry said. 
"Thousands of Chinese: Catholics crowded 
Peking's former Beitang Cathedral to 
cele ate Christmas mass'for the first time in 
27 years (25 Dec.). About 100 students from 
Xinjiang staged a protest in Shang ghat against 
nuclear tests.in their home province. Police 
mounted a nationwide hunt for six men after 
a Muslim was killed in Xian, a Public Secu- 
rity Bureau official said (26 Dec.). Deng 
Xiaoping was named Time: magazine's man 
of the year. An office worker and "21.ac- 
complices" were arrested in. Fujian for 
speculation: and. swindling, Xinhua news- 
agency Tepora (29 PS i 


HONGKONG | ! 

Michael. Sandberg will retire next year 
from his position as chairman of the Hong- 
i Shanghai Banking Corp., it was an- 
n ouncedi27 Dec.). 
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| they are perceived as being. 
| more interested at present in 


improving relations between the two 
countries than engaging in polemics 
over matters on. which they are far 
apart. 
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President: 
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| place in history. 

_ He has instructed 
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migrants was installed: i in Assam (24 Dec.) 
At least one. person was. killed and ei 
others injured by police who were attem 


pt] 
ingtoend fighting between Hindus and Sikhs Y 
| in Gurdaspur, a Punjab town, it was report- 
ed (25 Dec.). A man was shot dead and. a 
shopkeeper wounded as fresh sectarian: vio. 
lence sw ept Punjab, police said (26 Dec. ye 


INDONESIA - 


A Muslim preacher was jailed for I8 years 


. worried about his 


has the late Shah of Iran 






for drafting a dissident paper that contested a | 


military account of a riot more than a year 
ago (25 Dee. ) 


JAPAN 


Prime Minister Yasuhiro Nakasone re- 
shuffled the cabinet (28 Dec. 20 


| NEW ZEALAND 


Customs. officers seized enough guns to 
"start a small war" 
bound for the French territory of. Néw 
Caledonia, officials in | Auckland said (30 | 
Dec. ) 


NORTH KOREA - 

North Korea joined the 1968 Non-Prolit- 
eration Treaty aimed at limiting the spread 
of nuclear | Weapons, The New York Times re- 
ported (27 


e .). 
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$ the Soviet military a 


ended cighi- ant ha marti 
restored basic rights HE ed hus critics’ t 


give the new civ lian government a chan 
(30 Dec.) 


PHILIPPINES 


Thousands of new voters registered | for. 


Seven oppositio E inclu 
two members of parliament went on: 
cused of incite 
unrest (2 26 D ^ 
ring arresting : 
pn eerste 
students receiver Y "ng fr 
I0 months to two-and-a- ‘half years : 
charges stemming front protests at the | 
E mbassy, but sentences were suspended: 
three of the seven (30 Dec. ). 


SRI LANKA 
Security forces killed seven Tanuj gu 

las and rounded up 149 suspects in an o 

tion in the northeastern district. of 
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comalee . tigh- ranking sources said: ( 
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THAILAND 


Chinese Foreign Minister Wa 
arrived for an official vis 








— | ese wave will subside soon. 


= | leader, Deng Xiaoping. It has 
| only been four months, analysts 





Ae 





E r By Richard Nations in Peking 


Imost without warning, the archi- 
tects of China's open-door foreign- 
relations policy have been thrown on 
the defensive by student protests under 
the banner of anti-foreign nationalism 
— one of the most explosive forces in 
modern China's turbulent history. 
On the surface, the sporadic and un- 
authorised student-led demonstrations 
of the past several months have been di- 


| rected against the “second Japanese in- 
| vasion" — of Japanese-made consumer 


goods — straining China's ties with 
Japan, which Chinese leaders have 

roclaimed to be a critical external link 
in China's modernisation. 

But behind the volatile anti-Japan- 
ese mood observers sense deeper ten- 
sions springing from student 
disillusionment with the ruling 
communist party, economic 
dislocation and continuing di- 
visions within the leadership it- 
self over the pace and direction 
of the country's reforms. Such 
| tensions, diplomats say, make 
| it unlikely that the anti-Japan- 


hs However, it is too early to 
| say whether the rash of pro- 

| tests portends a serious chal- 
| lenge to China's paramount 


oint out, since Deng's surpris- 
ingly smooth triumph at last 
September's special party con- 
ference confirmed the reform- 
ers in command of China's 
central organs of power. More- 
over, a tolerance of measur- 
ed dissent is said to be a 
hallmark of Deng's flexible political 


| style. 


Nonetheless, the student demonstra- 
tions have sharpened the Japan issue 
| intoa potentially lethal political weapon 
| — one which the authorities here are 
uncertain how to disarm. To openly re- 


| pudiate the students’ campaign against 


"Japanese aggression" would put the 
party in the embarrassing position of ap- 

earing to disavow a widely acknow- 
edged patriotic slogan — one which its 
own central committee sanctióned in a 
nationwide commemoration in 1985 to 
mark Japan's defeat 40 years ago. 

By the same token, the authorities 
have carefully avoided confrontation 
with the students for fear of further 
alienating China's new elite — itself a 
product of the Four Modernisations 
— which the modernisers are anxious 


( | SONT icc "e 
Deng: serious challenge? 


to cement to the cause of reform. 

But too liberal a stance may only in- 
vite more defiant student actions. 
Throughout the last months of 1985, 
slogans attacking inflation, nepotism, 
party privileges, suppression of demo- 
cracy and corruption — all implicit in- 
dictments of the direction Deng is carry- 
ing the country — sprung up under the 
protection of the “patriotic” anti-Japan- 
ese banner. More recently, however, 
students have begun to strike even more 
provocative postures. 

On 12 December, according to press 
reports, 1,500 students from the Ag- 
ricultural University demonstrated at 
Peking University against poor living 
conditions, lax security and the station- 





XINHUA 


ing of People's Liberation Army troops 
on campus. Ten days later, 300 students 
of the Uighur minority from the Central 
College of Nationalities in Peking 
staged China's first known anti-nuclear 
demonstration in Tiananmen Square, 
against nuclear-weapons tests in China's 
province of Xinjiang. 


K arg believe that the wave -of 
student protests has struck a raw 
nerve, betraying an unexpected source 
of insecurity among Deng's reform fac- 
tion. The threat the reformers perceive 
in the student movement, according to 
this view, derives not so much from im- 
plicit criticism of any specific item in 
their agenda for modernisation. “At- 
tacks on inflation or corruption may 
hurt,” a diplomat said, “but at most they 
are only surface wounds.” 


Dissatisfaction With the leaHership underlies anti-Japanese student protests £ 


The Japan hėrring 
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Rather it is the implicit slur on the re- 
formers’ nationalist credentials which 
diplomats believe accounts for the par- 
ticularly wounded and defensive tone in 
the massive propaganda broadside 
launched in November to reaffirm the 
open-door policy. According to this 
view, the students’ anti-Japanese cam- 
paign threatens subtly to discolour the 
regime's patriotic image and this in turn 
could stain the entire vision of the pow- 
erful and independent socialist China 
which Deng is anxious to project before 
the nation. “The students have found 
Deng's weak spot," one diplomat sa 

By charging Japan with “econo 
aggression" — a dominant theme in the 
big-character wall poster campaigns at 
universities in Peking, Xian and 
Chengdu — the protests portray the 
open-door policy in the dubious light of 
“national humiliation" under Japanese 
colonial rule more than 40 years ago. 

“Who has opened the country to this 
second Japanese invasion," asked a 
leaflet distributed on the eve of an unau- 
thorised demonstration in Tiananmen 
Square on 20 November. The question 
itself begged a comparison with China's 
pre-communist “collaborationist” Kuo- 
mintang regime, excoriated in official 
party history as the epitome of every- 
thing corrupt and “anti-national.” 

Moreover, the fact that the 20 
November demonstration was called to 
celebrate *China's victory over Japan" 
in two minor competitions — womens' 
volley ball and the Asian board game, 
go — must also have alarmed’ Chin ` 
leaders. *It was a signal that anyth 
with Japan's name on it could now be 
used to launch covert attacks on the re- 
form programme," a diplomat said. On 
the eve of the demonstration — accord- 
ing to reports officially denied but con- 
firmed by diplomatic sources — govern- 
ment security forces rounded up more 
than 100 student activists and held 23 for 
interrogation. 

The quiet crackdown signalled the 
regime's shift onto a two-pronged offen- 
sive to wind down the student move- 
ment. Many of the party's prestigious 
veterans were mobilised to present the 
students with a united front, persuade 
them to devote their energies to China's 
modernisation and draw a clear line be- 
tween the past and present by fulminat- 
ing against the evils of "Japanese 
militarism" while portraying Sino-Ja- 
panese cooperation today as the fruit of 
*arduous revolutionary struggle." 

"Opening up to the world is the way 






w 
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to invigora e China o the v ) 

us to be patriotic," declared China 
Youth. The revolution had erased the 
old China “totally washing away the na- 
tional shame” of Japanese occupation. 
Today, the commentary proclaimed, 
with what struck many observers as 
gratuitous pride: “China stands as a 
giant in the Orient.” 

In at least one instance, PLA troops 
from the Sino-Vietnamese border were 
. mobilised to lecture student activists on 

patriotism and self-sacrifice at a man- 
datory . rally at. the Northwest 
Polytechnic Institute in Xian, following 
.an anti-Japanese demonstration on 1 
October. At the same time, a low-key, 
nationwide campaign to project the 
PLA men as models of patriotic rec- 
titude gained momentum on 30 
November when the Communist Youth 
League elected Song Defu, a profes- 
sional PLA cadre, to head the party 
front aimed at students. 
Paradoxically, it was the propaganda 
'artment of the party central commit- 
which first launched the nationwide 
anti-Japanese campaign early last year 
to instil a greater sense of discipline in 
youth, which the party fears is 
growing increasingly — disaf- 
fected from the party and its 
principles. “There’s a crisis of 
faith in.Marxism, and the party 
has turned to Japanese atroci- 
ties to remind youth how hard 
it was in the past," an Asian 
diplomat said. “Now the re- 
formers have been hoisted on 


their own petard." 
Hear scd leaders in 
both Tokyo and Peking 
have taken steps to limit dam- 
age to bilateral relations. Ja- 
panese Prime Minister Yasuhi- 
ro Nakasone refrained from a 
second scheduled visit last Oc- 
tober to the Yasukuni Shrine 
the unprecedented mid-Au- 
st official visit to the Shinto 
war memorial near Tokyo had 
provoked sharp protests from 
Peking — and publicly reaffirmed the 
"four principles" of Sino-Japanese re- 
lations ;renouncing militarism, war 
against China, intention to harm the 
Chinese people’s feelings and affirming 
a mutual commitment to improve rela- 
tions. 

This allowed Chinese Foreign Minis- 
ter Wu Xueqian to deliver a postive 
judgment on the state of relations with 
Japan during his year-end review of 
China’s foreign policy. But the govern- 
ment has been forced into complicated 
manoeuvres to balance relations with 
Tokyo against nationalist pressures 
from the students, and diplomats be- 
lieve that the cracks in Sino-Japanese 
relations have only temporarily been 
papered over. 
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Observers in Peking are divided over 


whether the student protests enjoy be- 
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Nakasone at Yasukuni Shrine: sharp protests. 


ket forces and over-depenflence onfthe 
West. 

But most agree that the students' veil- 
ed attacks on the open-door policy 
servés the interests of party conserva- 
tives associated with politburo standing 
committee member Chen Yun, while 
undermining party General Secretary 
Hu Yaobang, who is personally iden- 
tified with the Japan policy in general 
and Nakasone in particular. “Whether 
anti-Hu elements instigated the stu- 
dents or not, they can be relied upon to 
make use of them," an Asian diplomat 
speculated. 

Moreover, sources here do not anti- 
cipate an easy resolution of the econo- 
mic frictions fuelling the anti-Japanese 
sentiment. Japanese businessmen are 
said to have been disappointed with the 
low-key public ceremony in early De- 
cember marking the completion of the 
Baoshan steel mill in Shanghai — 
another indication that political support 
for the Japan relationship has been 
compromised. *The investment climate 
has deteriorated and that only promises 





to aggravate one of the [official] 
Chinese complaints" against the low 
level of direct Japanese investment, one 
source said. 

China's trade deficit with Japan in 
1985 is expected to balloon to US$5 bil- 
lion, with Japanese officials attributing 
the surge of Japanese imports into 
China to the rapid growth and decen- 
tralisation of China's economy. The de- 
ficit is expected to subside this year as 
China cuts back on imports across the 
board. But because China is a socialist 
planned economy, neither side can take 
public positions to restrict Japanese im- 
ports without indirectly acknowledging 
the students’ charge that Peking has lost 
control of the relationship with Japan. 
This deprives Tokyo of the normal in- 
struments of trade diplomacy — such as 
"voluntary export restraints" — used to 
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free mal giünomies such as the US. 
Tokyoi in an unusually passive 





position 


inall. diplomats point out that the 

Yasfikuni Shrine incident is far from 
over. Although Nakasone did not at- 
tend last year's 17-19 October autumn 
moon ceremony at the shrine, he re- 
mained calculatedly ambiguous on his 
reasons for calling off the visit in order 
to defuse attacks in his own ruling Lib- 
eral Democratic Party for bowing to 
pressure from China. 

However, that ambiguity prevented 
China from reaping political credit from 
a Japanese concession on the controver- 
sial shrine visit. "The students have not 
been told that Nakasone did not go to 
Yasukuni," commented a Japanese 
source, who said the whole drama could 
be replayed in April when the spring 
moon festival could produce new pres- 

















sures on Nakasone to pay an official | 


visit. 

Nakasone's advisers are said to be 
looking for a diplomatic compromise in 
the form of a statement to declare that 
the Shinto shrine does not honour the 
memory of wartime prime minister 
Hideki Tojo and 13 others condemned 
by the Tokyo Tribunals after World 
War II. This would remove the formal 
grounds of Peking's protests that the 
shrine visit indicated Japan's refusal "to 
accept the judgment of history.” 
However, others among the prime 
minister's advisers argue that the conse- 
quences of the anti-Japanese student 
protests — whatever the underlying po- 
litical causes — is tantamount to a direct 
attack on Nakasone himself, since the 
Yasukuni Shrine visit carried his per- 
sonal stamp. To climb down from any 
future visits, it is argued, would not 
only boost the flagging morale of 
Nakasone's pacifist critics but amount 


| to a humiliating loss of face for a prime 


minister increasingly preoccupied with 
making his mark on history. 

Even if the contentious shrine issue 
is successfully finessed, the anti-Japan- 
ese protests have disclosed that the re- 
lationship often described as the most 
dynamic in Asia is also one of the most 
fragile. Still, diplomats do not foresee 
an imminent crisis in Sino-Japanese re- 
lations. Both governments, they say, 
realise how deep a stake each has in co- 
operation and can therefore be expect- 
ed to find ways to prevent the slide to- 
wards a nationalist confrontation. 

But less than 18 months after 
Nakasone's visit to Peking in April 1984 
to mark a *new era" in Sino-Japanese 
cooperation, the bloom has gone off the 
relationship. With a recession expected 
in Japan and trade tensions with the-US 
on the rise, Japanese business 
strategists will probably lower their ex- 


pectations for the China market and _ 


may begin to look for long-term alterna- 
tives. 
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t P eking's largest cathedral, Beltang or 
|. E the Church of Our Saviour, newly 
| restored with government and private 
funds, reopened after 27. years on 
|. Christmas Eve. Crammed inside to wit- 

| ness the special event were some 3,000 

| Chinese Catholics, two government of- 

| ficials and a representative of the 
| Islamic Association. Reconsecrating 
| the church was Bishop Michael Fu 

— | Tieshan, head of the Chinese Patriotic 
| Catholic Church, which cut links with 
the Vatican in 1957. Some in the con- 
| gregation reminisced about "that ter- 
| rible day" in 1958 when Beitang was 
| closed. 

E. During the Cultural Revolution, 
| Red Guards sacked the church, causing 
| extensive damage. The church was later 

| commandeered to be used as an elec- 

| tric-appliance factory's storehouse and 
| aschool. 

| . Butallthat is now history. Bishop Fu 

| said the reopening marked “a new turn- 

| ing point, a new leaf" for the church. 
| The faith of believers of all denomina- 
| tions in the post-Mao Zedong policy 
| of religious. freedom appears to be 
| Strong. 

According to the city’s Religious 
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E NM e damaging split in the 
| leadership of the Khmer People's 
| National Liberation Front (KPNLF), 
| one of the three Cambodian resistance 
4 coalition factions, is now fully out in the 
. open. With Vietnam’s annual dry-sea- 
. son offensive against resistance fighters 
.| inside Cambodia now in full swing, the 
| debilitating feud among the top leaders 
| of the KPNLF, the largest non-com- 
munist coalition faction, could not have 
Occurred at a worse time. 
| The leadership struggle surfaced 
| early in December with certain military 
. and civilian figures in the party publicly 
| attacking KPNLF president Son Sann. 
| Ranged against Son Sann are the com- 
| mander-in-chief of the KPNLF's army, 
|. Suk Sutsakhan, chief of staff Dien Del, 
veteran former prime minister Huy 
Kanthoul and two recently expelled 
. executive committee members, Abdul 
. Gaffar Peang Meth and Hing Kunthon. 
Son Sann retains the backing of other 
members of the executive committee 
and several military commanders. . 
Resentment against Son Sann be- 
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Affairs Bureau, there are 190,000 
practising Muslims who worship 
in 57 mosques, 30,000 Patriotic 
Catholics who now have three 
churches, 5,000 protestants who 
also have three churches and 400 
Buddhists with five temples. 

China's Patriotic | Catholic 
Church trains and ordains its own 
priests and bishops, and cele- 
brates mass in Latin. But it is not 
recognised by the Vatican. Any 
moves towards reconciliation with 
the Vatican would have to be ap- 
proved by the communist regime. 

The Vatican, at any rate, is 
pleased with what it perceives as a 
relaxation of the religious repres- 
sion of the earlier Maoist re- 
gime. Vatican Radio said recently 
that 51 Catholic churches were 
reopened last November by the 
authorities in Fujian province. 
One Vatican official was quoted 
as saying that Beitang’s reopening indi- 
cated that Peking wanted to demon- 
strate that there is now religious free- 
dom in China. 

But prospects of a thaw in Peking's 
attitude towards the Vatican remain 


Factions within factions 


cause of his “dictatorial” ways had been 
bubbling for some months (REVIEW, 24 
Oct. '85). Apart from his leadership 
style, Son Sann’s opponents accused 
him of meddling too much in military 
policy and also of stubbornly refusing to 
allow any meaningful cooperation with 
the other non-communist faction led by 
Prince Norodom Sihanouk. Although 
Son Sann, 74, was at one time 
Sihanouk’s prime minister in the 1960s, 
he apparently does not fully trust the 
prince, who is also president of the 
coalition. 

What the leadership rebels want is 
for Son Sann to agree to restrict himself 
to more or less ceremonial duties, rov- 
ing the world as ambassador for the 
KPNLF and the coalition, but leaving 
the fighting to his commanders. To 
show that they mean business, the re- 
bels have now formed a Provisional 
Central Committee of Salvation of the 
KPNLF, with Sutsakhan as chairman, 
which they say has assumed power. 

The committee’s aims have gained a 
great deal of sympathy from the Asean 
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The restored cathedral: new freedom. 


dim, despite the release last July of 
Archbishop Ignatius Gong Pinmei of 
Shanghai, the best known of China’s 
persecuted Vatican loyalists, after 30 
years imprisonment, 

According to the official Xinhua 





countries, the coalition’s main sup- 
porters. Thai Foreign Minister Siddhi 
Savetsila recently commented to a 
Bangkok newspaper that he had 
"warned [Son. Sann| not to meddle 
with the military affairs. He. should 
perform his duty as president." In- 
formed sources confirmed that Asean 
has been trying to persuade Son Sann 
to confine himself largely to his dip- 
lomatic role as prime minister.of the.c^ 
alition. | 


Tx Asean countries also agree with 
the Sutsakhan faction's goal of 
achieving real cooperation with the 
Sihanoukists. They realise that,such co- 
operation with the communist Khmer 
Rouge, the third and largest faction in 
the coalition, is out of the question, but 
would like to see the KPNLF and 
Sihanouk’s faction — which constitute 
the main reason for a majority of United 
Nations members backing the coalition 
as the legitimate Cambodian govern- 
ment — cooperate to the extent that, 
ideally, a merger of the two will even- 
tually be achieved. 

While Son Sann and his supporters 
have issued several statements saying 
that they are in full control, that the sal- 
vation committee is illegal and that a 
settlement is around the corner, salva- 
tion committee members are still talk- 
ing tough. “If Son San behaves, he can 
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verage of the. reopening of Beitang, 
some diplomats observed, served to 


propagate the image of religious free- 


dom in China under communist rule, 
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in Chinese jails for opposing Peking's 
decision to 
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By Charies Smith in Tokyo 


ust three weeks. before the visit to 
Tokyo of Soviet Foreign Minister 
Eduard Shevardnadze, evidence sur- 
faced that Moscow may be willing to 
modify its position on the Northern Ter- 


| ritories dispute with Japan — or that, at 


the very least, it may be thinking of re- 

verting to an earlier position on the issue. 
For the past.seven or eight years 

Soviet spokesmen have consistently re- 


fused to listen to Japanese reminders. 


about the disputed status of the four 
northern islands of Habomai, Shikotan, 
Kunashirt and Etorofu which Soviet 
troops. occupied in the closing days of 
World War II. Early in December, how- 
ever, a senior Soviet foreign affairs spe- 
cialist, Evgenii Primakov, dropped an 


intriguing hint during a lunch meeting 
4 with FPEM Minister Shintaro Abe. 


Head of Moscow  think-tank, 
Primakov reii accompanied Soviet 





leader Mikhail Gorbachov to Geneva | 


for the Washington-Moscow summit. 
What Primakov reportedly did was 
"draw Abe's attention" to the 1956 


l h.c Declaration on the re-es- 


eames 





stay ag Our honorary chief,” "Huy Kanth- | 


oul told the REVIEW. “But I don't hide 
from the fact that. our main aim is to 
have him leave." His committee col- 
league Gaffar was equally adamant that 
‘Son Sann would probably have to go if 
the rift in the leadership was to be 
patched up. 

As examples of Son Sann's interfer: 





ence in military affairs, Gaffar claimed. 


it he effectively reversed Sutsakhan's 
‘ent order that the KPNLF's 13- 
14,000 troops should be completely 
separated from the civilian populations 
in the various KPNLF refugee camps 
near the Thai-Cambodian border. 
~The most disturbing aspect of the 
leadership wrangle is that many of those 
KPNLF guerillas operating inside Cam- 
bodia — less than 1,000, according to 
most analysts — have now returned to 
the border to await the result of the fac- 
tion's internal political struggle. Al- 
though the two sides appeared to be en- 
trenched after only a day's negotiations 
through independent. go-betweens, in- 
formed sources believed that a com- 
ee will eventually be reached al- 
lowing Son Sann to remain KPNLF 
leader, but with reduced powers. That 
would be good for the faction's, and the 
coalition's, international image, but it 


seems a full working relationship among . 


the KPNLF's existing leadership is à 
thing of the EISE n 











tablishment of diplomatic relations in 
which it was stipulated that Moscow 
would return two of the islands 
(Habomai and Shikotan) after comple- 
tion of negotiations on a peace treaty 
designed to put a formal end to World 
War II hostilities. n 

The story of the Primakov “hint,” 
though not publicly confirmed by the 
Foreign Ministry, was deliberately 
leaked by it — perhaps with the object 
of convincing the Japanese public that 
the Nakasone cabinet is finally making 
progress in its efforts to get Moscow to 
soften its position on the islands issue. 

But Foreign Ministry officials do not 


expect Shevardnadze to. make a public. 
proposal based on the 1956 joint de- 


claration when he arrives in Tokyo later 
this month for the first “regular” mini- 
sterial consultations between the two 
countries in eight years. At most, the 
Primakov incident may be read as a sign 
that Moscow is backing down from its 
current position that the islands issue 
“does not exist.” 

A less optimistic reading of the situa- 
tion holds that Moscow merely wants to 
sow dissension among the various Ja- 
panese interest groups, some insisting: 
on the return of all four islands and 
others perhaps wanting to settle for two. 

The irony of the Soviet move is that it 


was the Japanese cabinet which origi- 


nally rejected the notion of a com- 


promise settlement of the territorial 


issue after a ministerial delegation had 
laboriously hammered out. a provisional 
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agreement in Moscow. In deciding not 
to settle for the return of the two smaller 
islands in 1956, the Japanese apparently. 
gambled on the the notion that Moscow 
could eventually be pushed into ret 
ing all four islands as the "price". 
normal relationship with Tokyo, but: 
calculation proved sadly wrong. — 
The Soviet position on the isl 
issue toughened significantly in. 
when the Soviets stipulated that any 
turn of territory to Japan would ha 
be preceded by the withdrawal of 
"foreign" (that is, American) tr 
from Japanese territory. The follo 
year the Soviets claimed that the isst 
“had long been resolved.” 
Ata meeting in Moscow in 1973 th 
Japanese . prime — minister K 
Tanaka was-able to persuade. then E 
retary-general Leonid Brezhnev to it 
clude a reference to “unresolved iss 
between the two countries m a j 
communique. A Japanese spokess 
afterwards claimed that Brezhnev 
admitted in conversation that “u 
solved issues” included the territor 
problem, but Japanese efforts to fo 
up on this at future meetings proved a 
dismal failure. 
Keversion to a more flexible gs 
on the territorial issue would be in E 
with the recent softening of Moscc 
attitude towards ath But it woul 
rash to assume that the clock is b 
put back to 1956. The true situation 
be that both sides now see the 1 
issue as a valuable diplomatic barg 
ing counter in what promises t 
long and challenging game of pa 
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By Rodney Tasker in Singapore 
: S ingapore’s Prime Minister Lee Kuan 
| wJ Yew must be a worried man. Not 


j 


| only is his tiny “model” island republic 
| in the grips of an embarrassingly deep 
| economic recession, but his prized 
| stockmarket has suffered a major set- 
| back with the failure of a major com- 


i 
pè 
| 


| pany, Pan-Electric Industries. He and 
— his ruling People's Action Party (PAP) 


= cohorts may have to brace themselves 
- for a political backlash if Singapore's 
| economic malaise lasts too long. 

| Atthis stage, it is difficult to say how 
Singaporeans will react politically to 
- shrinking employment, belt-tightening 
and the general feeling that Singapore's 
= "economic miracle” has somehow 
turned sour. But with Singapore's econ- 


i 
" 
| 


" . omy posting a year-end negative growth 
| in gross domestic product of 2%, the 


| stockmarket in disarray and the possi- 
| bility of more corporate failures — and 
thus more unemployment — social un- 
= ease may eventually translate into poli- 
tical opposition. 

Hitherto, it has been unthinkable 
that a parliamentary opposition would 





I. make anything more than token inroads 


-| sition MP Chiam See Tong, one of the 
|| two non-PAP MPs who until recently 











never claimed that his Singapore Demo- 
= cratic Party would be a major force in 
| local politics, told the REVIEW: “I think 


| 
VER 
| into the PAP monolith. But even oppo- 
i 
| 
| 


| now that there could be a change of gov- 


ernment if the economy continues to 
worsen over the next two years." He 


_| added: “For the first time, I feel there is 


| NEW ZEALAND 


.A new security blanket 


Wellington toys with self-reliance in defence 


. By Colin James in Wellington 


4 A strong rejection of isolation and a 
determination to be more self-re- 

— liant in defence are two important ele- 
ments to emerge from a discussion 
aper issued recently by the New Zea- 
and Government. The paper is de- 





| signed to encourage debate as a com- 


mittee of inquiry begins work on the fu- 

ture of security policies in the wake of 

the standoff between Wellington and 
. Washington over visits by nuclear war- 
. ships to New Zealand ports. 
The paper is not a statement of the 
J government's defence policy but sets 
out the broad thrust of official thinking 
= with the objective of generating public 







flexes its muscles : 


a groundswell of resentment about what 
is happening.” The next general elec- 
tion will have to be held by 1989. 

Chiam was referring to the fact that 
the government is being roundly 
blamed for the current period of econo- 
mic hardship. The official unemploy- 
ment figure stands at 4.5% — unusually 
high in a Singapore, which has boasted 
full employment for years. It is esti- 
mated that at least 9,000 workers in the 
manufacturing sector alone lost their 
jobs in 1985. Some 43,500 construction 
workers were laid off in the early part of 
the year, but most of these were foreign 
labourers. 

Chiam wants to build up his party 
machine, which at the moment is sadly 
lacking in professional activists. But he 
agreed that with more university 
graduates now facing problems finding 
good jobs, and with the government be- 
coming an easier target for the opposi- 
tion, his task was far less difficult than a 
year ago. 

Predictably, Workers’ Party leader 
J. B. Jeyaretnam Chiam’s more 
robust opposition parliamentary col- 
league, who has long nurtured visions of 
taking over the government — has tried 
to exploit the current situation more ac- 
tively. Jeyaretnam’s party attracts the 
more extreme government Opponents, 
but his vehicle for eroding the PAP’s 
hold on power has so far been himself 
and his oratory. 

In a press release on 5 December, 
Jeyaretnam demanded a commission of 





comment. This thrust has three main 
elements: a South Pacific focus; greater 
self-reliance and a rejection of nuclear 
arms; involvement in nuclear strategy. 

The paper lists the arguments for, 
but rejects, passive resistance to invad- 
ers and neutrality, armed or unarmed. 
The goverment considers the South 
Pacific to be part of New Zealand's im- 
mediate strategic environment, partly 
through familiarity with the region, 
partly because of constitutional defence 
obligations to Tokelau, Niue and the 
Cook Islands and also because of a per- 
ceived mutual interest. | 

It is the government's view that the 
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Jeyaretnam: exploiting government crisis. 


stockmarket being brought to the verge 
s5 EOG SSN i 
of collapse.” In a follow-up statement a 
week later, Jeyaretnam issued another 
statement saying: “The government's 
silence over the Pan-Electric crisis and 
the crisis in the stóckmarket only helps 
to strengthen the people's belief that the 
government is concealing information 
from them in order to protect some 
stockbroking firms." Although it was 
not directly the government's fault that 
Pan-Electric failed, the rescue opera- 
tion launched under the guidance of the 
Monetary Authority of Singapore, the 
republic's quasi-central bank, has been 
seen by many as mainly aimed at saving 
certain stock brokering firms which 
burned their fingers in forward share- 
purchasing transactions, rather than the 





preservation and strengthening of pó 
tical stability, economic prosperity, s 
cial harmony and democratic institu- 
tions in the South Pacific Forum coun- 
tries is of central importance to New 
Zealand's own security. The paper 
states that any deterioration in the cur- 
rently satisfactory security situation in 
the South Pacific would be cause for 
concern for New Zealand, so defence 
policies need to permit an active in- 
volvement in the region. 

The region of involvement is defined 
as stretching from Antarctica to 
Kiribati, and Australia to French 
Polynesia. Within that, Australia is 
singled out as forming “a single strategic 
area with New Zealand.” It is, the paper 
states, inconceivable that “the profound 
mutuality of interests between the two 
countries should not also be reflected in 
the defence field.” 

The government also gives a clear in- 
dication that it sees defence policy as 
linked to wider regional issues, relating 
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. In fact, the government is probably 
not trying to protect any particular stock 
broking firms. Jeyaretnam was refer- 
ring to the well known deep involve- 
ment in the Pan-Electric affair of Lee's 
stockbroker brother, Freddie Lee, a 
senior partner of J. Ballas & Co, and 
former deputy prime minister Goh 
Keng Swee's son, Goh Khian Chee, a 
partner in City Securities. But Lee has 
always made a point of distancing him- 
self from his relatives and those of his 
close colleagues throughout his pre- 
miership. 





N onetheless, if the PAP government 
is now being blamed for the 
stockmarket mess as well as the drama- 


Lee Hsien Loong: economic plan. 





“te country's interests in the South 

acific to the entire Pacific basin and 
even to the relevant global considera- 
tions. China, Japan and the emergence 
of Asean are specifically mentioned. A 
commitment is given — and was reiter- 
ated by Prime Minister David Lange at 
a press conference to release the paper — 
to maintain the infantry battalion and 
other New Zealand forces stationed in 
Singapore. 


fe ut in rejecting isolation and neut- 
rality, the government does not au- 
tomatically opt for an alliance-based de- 
fence policy. The paper notes a wide 
feeling that subscription to the principle 
of collective security since World War I 
“was done uncritically, at too high a cost 
to a small, remote country." Without in- 
dicating whether the government 
shared this feeling — Lange did play it 
down at his press conference — the 
paper emphasised "practical" coopera- 
tion in defence policy. 


vie Eun ca. corpi Me mo 
*,2UU small investors in the | tic downturn in Singapore 
HHUEUE AME o0 og "oer E ee? ry LUIN IN x pot 


| many ways it has only its: 





o blZme. 
The PAP style has beenfto give Singa- 
poreans the image of a ig brothdr, in- 
volved directly in all sectors of acti- 
vity on the island — political, econo- 
mic and social. So if things go wrong. 
people look to the government as their 
saviour, and if nothing is done to ease 
the situation, the government is the cul- 
prit. 

At the moment Chiam and Jeyaret- 
nam still act independently of each 
other as opposition forces. There is little 
collaboration between the two, except 
when they second each other on occa- 
sional opposition motions. And because 
neither expected the sudden downturn 
in Singapore's economic fortunes, they 
are both currently grappling with the 
prospect of having to come up with their 
own blueprints for governing Singa- 
pore. 

It is not yet clear exactly how the 
government intends to tackle the econo- 
mic problems, with all eyes focused on a 
special economic committee headed by 
Minister of State for Trade and Indus- 


try, and for Defence, Brig.-Gen. Lee 


Hsien Loong — the prime minister's son 
— which is due to issue its final report in 
February. The budget for the next fiscal 
year will be announced in March. Al- 
ready, in a recent interview with Petir, 
the PAP's journal, Deputy Prime 
Minister Goh Chock Tong said: “We 
will set some bold new targets for next 
year. Our priorities are economic re- 
covery and job creation." 

An immediate task is restoring confi- 
dence in the local stock exchange. Until 
the Pan-Electric failure, the govern- 
ment had a policy of allowing self-regu- 
lation, and the move by creditor banks 
against the company is reported to have 
caught it on the hop. This is despite the 
warning which Finance Minister 





The hot potato for Wellington is 
Anzus, the treaty which links it with 
Australia and the US, now largely in- 
operative as the US refuses to cooperate 
while visits by its nuclear ships are ban- 
ned in New Zealand. While Lange has 
continued to be optimistic over the sur- 
vival of Anzus, much to his embarrass- 
ment the paper considers the treaty to 
be “in question.” 

While acknowledging that the im- 
pact of American non-cooperation has 
been serious, the paper seeks a solution 
which would restore a constructive re- 
lationship with the US and at the same 
time continue to bar nuclear ships from 
New Zealand. Leaving it vague as to 
whether it would mean a full restoration 
of the Anzus alliance, the paper adds: 
“[Anzus] has been comfortable and 
cheap and as a result we have avoided 
the fundamental defence and security 
issues. The first requirement then is to 
decide what it is we must do in pursuit of 
our own direct national interests.” 
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to the ime ister two months before 
that irrdeulariffes on the market, includ- 
ing fomward trading contracts. war- | 


ranted Fovernment intervention. 
Acqgprding to political sources, Hu 

has offered his resignation. Apart from 

the Pan-Electric affair and the general 


economic malaise in Singapore, Hu is | 


thought to have resented the impression 
that Goh Keng Swee is breathing down 
his neck. Goh, one of the elder Lee’s old 
colleagues who nurtured Singapore's 
impressive economic progress over the 
past two decades and is now working as 
a special economic consultant to the 
Chinese Government, has twice con- 
strained Hu publicly — the most nota- 
ble occasion being in May, when he 
made a quick rebuttal of Hu's an- 
nounced plan to internationalise the 
Singapore dollar. 


But Hu has only been finance minis- — 


ter for less than a year, having been 


lured into the government from his top - 


private-sector position as chief execu- 
tive of the Shell group of companies. To 
resign so soon would make Singapore 
look bad, and it is thought he was asked 
to stay on for the duration. 

In restoring confidence in 
stockmarket, it seems that a central con- 
sideration for the Singapore Govern- 
ment is not to deal too harshly with Tan 
Koon Swan. Tan — newly elected presi- 
dent of the main Chinese-Malaysian po- 
litical party, the Malaysian Chinese As- 
sociation — is a central figure in the 
Pan-Electric debacle. The Singapore 
Government is evidently anxious to 
avoid stepping on the Malaysian Gov- 
ernment's toes by moving against Tan, 
particularly as he is the leading Chi- 
nese politician in a neighbouring coun- 
try with which predominantly Chi- 
nese Singapore has to have good rela- 
tions. ü 
Developing the theme of greater 


self-reliance (with a boost in spending 
above the present 2% of gross domestic 


1 Hu isfinderstood to have given — 


i 
t 


the | 





product, but not as high as 3%), the - 


paper states: "Standing more firmly on 
our own feet we will be better placed not 
only to attend to our own defence but to 
make our due contribution to the Pacific 
and wider international community. 
The experiences of recent months have 


enabled New Zealanders to consider | 


not just the options of alignment or non- 


alignment, but whether it is possible to 


strike a balance between self-reliance 
and alliance membership.” 

The paper on security is part of a pro- 
cess of consultation to see how New 
Zealanders view. the issues. To further 
that process, the committee of inquiry 
— whose report due by mid-year will in- 
fluence the new defence white paper — 
will carry out public opinion polls. The 
polls will be essential for the four- 
member committee which is evenly split 
between hawks and doves. 
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Margaret Scott in veers 


: Hongkong authorities have lifted 
a uny corner i the sue d of se- 





oth to Taipei and Peking that such ac- 
ivity will not be allowed to go on un- 
jampered. — 

Strangely, to make this point, the 
¿person who has been punished has been 
‘prosecuted not as a spy but for shelter- 
ing an illegal immigrant, and in a comic- 
opera twist, the whole exercise was 
early stifled when an over-zealous 
magistrate tried to prevent any reports 
f the case appearing in the press — 
ontrary to the authorities' wishes. 
In a series of raids recently, police 
apprehended an unknown number of 
aiwanese nationals said to be spies and 
one 28-year-old Hongkong resident, 
/ho is now in prison, serving an eight- 
month sentence for aiding and abetting 
in illegal immigrant. The Taiwanese are 
eing held in Hongkong by the police 
orce's Special Branch, awaiting a a de- 
portation decision by the territory's 
Executive Council. The authorities will 











s believed they number less than 10. 
Rarely has a case involving spies in 
-Hongkong found its way to open court. 
he public hearing of this case, againsta 
ackground of secrecy, was a deliberate 
move ordered by senior officials, which 


motivations for the prosecution and the 
tandards of justice being applied to op- 
'onents of the Peking government. The 
prosecution in the case never defined 
“foreign agent,” nor did it offer proof 
at the apprehended men were agents. 

"urther, the separate but related deten- 
ion of Taiwan citizens said to have en- 
ered Hongkong illegally raises ques- 
ns about the use of the immigration 
rdinance to detain individuals consi- 
ered politically undesirable. 

. Since the signing of the Sino- British 
agreement for the 1997 reversion of 
Hongkong to China, Taiwan is believed 
to have placed more agents here to keep 
“pace with the growing number of main- 
anders in Hongkong. It is believed that 








e is the main interest of these agents. 
more mainland Chinese come to 


ns looking for Hongkong investors 


rtunity to befriend low-level officials 
could be coaxed into passing infor- 
ion of interest to Taiwan, | 

But the recent arrest provides only a 
ited view. Most government officials 





tivities here. in a is seen as a a | 





ot confirm how many there are, but it | e 


Faises questions about the political | 


ecruiting informants rather than sabot- _ 


kong, such as provincial delega- - 


or projects in China, there is more op- - 


fused to speak pe es ane | 


broader picture of Taiwan agents and 


| how the sole prosecution of a Hongkong 
resident fits in. Neither the police Spe- 


cial Branch, which deals with security, 
nor the office of the government's poli- 
tical adviser will say how many Taiwan 


agents are being detained or what they. 


are accused of. An official with the secu- 
rity branch only acknowledged the de- 
tention of one Taiwanese citizen, Mui 
Yi-chung. The official said information 
about the others was secret. He said the 
detentions were legal under the terri- 
tory's immigration ordinance. 

Certain, though, is the sentence on 


the Hongkong man handed down on 3- 


December by magistrate M. J. Melin- 
nes. The 28-year-old, whose name. is 
veng Wine at the court's request, is 


described as 
games" by his Hongkong attorney, Wal- 
ter Liu. Liu called his client an ordinary 
man, swayed by a misplaced sense of 
nationalism to work for Taiwan. He said 
his client was an unimportant contact, 
prosecuted by the Hongkong Govern- 
ment to make political points. . 


Acorns to Graham Harris, senior 
prosecution council in charge of the 
case, Liu's client was prosecuted as an 
example, to demonstrate that the Hong- 
kong Government would not tolerate 
"attempts to sour good relations be- 
tween Hongkong and China," He was 
an agent of Tarwan, Harris said, work- 
ing with other agents. "He was the only 
Hongkonger in the batch and he was 
made an example of rather than dealing 
with it internally." 

David Lan of the Free China Review, 
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thing c 
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victed last month 
keeping it a secret, 
said Lan. 

The man was arrested at4:00 a. m. on 
10 November, inside a Kowloon photo- 
graphy shop. At the same time, police 
picked up Taiwan citizen Mui from a flat — 
in the New Territories, Both men had . 
been under surveillance by the Special | 
Branch. In a statement, the. accused man 
described a three- month- partnership 
with Mui in which they róved from one 
flat to another living on funds deposited 
in a savings account. In his statements, 
the man said he secured flats for Mui 
and was a conduit for more than 
HK$380,000.. (US$48, 718). transferred 
from Taiwan to his. Hongkong account, 
The prosecution said. he received 
HK$8,000.a month for his services. 

X ling. A0, the Statements, 
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D 1975 aiid 1984 ‘and was 
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“a victim of polic | that time. The man apparently was sup- 


| ported and trained by one of Taiwan's 
intelligence services before he returned 
to Hongkong about a year ago. 

Legal sources say it was decided at a 
high level of government to prosecute 
the Hongkong resident and not seek an 
in-camera hearing as it might have done 
since the case involved security matters. 
That decision was almost thwarted 


the defence that the man’s name should 


when the magistrate, after an appeal by 
| 


not be reported, ordered the press. out 
of the court, though the public were per- 
mitted to remain. 

The government and the establish- 
ment newspaper, the South China 
Morning Post, appealed against the 
magistrate" s ban, and it was reversed. 

"The decision was pretty high-powered 
to. have this out in open court and so we 
wanted t to keep, to. that,” said Harris; 









Dp Cover kor 
Top People 


US$1,200000 g 
„Increasing to 
US$1L500000 


p Protection For Business Travellers 
requent traveller, you are no doubt concerned about the 
y of your travel accident insurance which must give you 
ximum protection not only in value, but also maximum 
itection in scope. 


the International Airline Passengers Association, we understand 


needs of the frequent traveller, and have custom-designed 
ough the world-famous Lloyd’s of London a competitive and 
h-value travel accident insurance for our over 100,000 elite 


mbers in 174 countries. Because of our large-volume purchasing 
wer, IAPA/Lloyd's rates are also the lowest available anywhere. 


zh Value Plus Automatic Bonus 

your first year, you may select cover up to US$1,200,000. 
s is more than three times the amount normally available. 
ur renewal bonus then pushes this up, at no additional cost 
you, by as much as 25% after three years to as high as 
51,500,000! 

ir unique IAPA/Lloyd's cover protects you 24 hours a day, 
ı days a year — whenever, wherever, and however you travel 
ticketed and/or fare-paying passenger by air, land, or sea on 
officially licensed common carrier: planes, ships, ferries, 

s, helicopters, hovercraft, commuter trains, tubes, buses... 


ir IAPA/Lloyd's cover pays out in addition to any other 
ince you may have, and provides you with three additional 
its: Hospitalization pays up to 30 days for covered 

dents; disability benefits start on the 13th month for a 

«imum of 60 months; and dismemberment is also included. 


want to join IAPA! 


se enroll me as an IAPA member. | understand my membership 
(mes effective on the date my payment is received. | have ticked 
w the membership class | require. | will receive a BONUS cover- 
for uninterrupted membership which increases my coverage by 2596 
' three years. 








USS 4th Year Daily Monthly 
1st Year Coverage Including Hospital Disability 
Coverage Automatic Bonuses Benefit Benefit 


[assi.200.00_ | — ussi.soneo0 — | uso | ussasoo — 
s mom | use inom 

usos | uosto 
USS 200,000 USS 250,000 US$ 50 USS 800 


USS 100,000 USS 125,000 US$ 50 USS 400 
USS 50,000 USS 62,500 US$ 25 USS 200 









ltembership 
Fee 





J US$ 85 









rance effective upon receipt of payment. Hospital benefits pay up 
O days for covered accidents. Disability starts on 13th month for 
imum 60 months. All member benefits and services apply. 


heque enclosed (make payable to IAPA) [O Bill my company 
ge 
merican Express L MasterCard O Visa O Diners O Carte Blanche 


it card number $ -r T DERNE 
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Notice of Insurance 
~ tected Inrough ceno x 


issued To 


Mr J.A. Roberts 
Francis House 
Francis Street. 
London SWIP 10s 
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Prestige e Savings e Comfort e Convenience 
When you join IAPA, you are a recognized traveller. Depending 
on the travel protection you require, you select your own level 
of membership, and you will automatically enjoy a full range 
of practical IAPA benefits and services: 


* Preferred VIP rates at over 3,000 international hotels 
* Substantial savings at leading car rental agencies 

* Worldwide luggage protection and retrieval service 

* Access to IAPA airport lounges 

* Free "members-only" travel magazines and newsletters 


Savings from the above benefits alone will help recoup the cost 
of your membership fee, but we do more for you. 


The World's Oldest, Largest, And Most Influential 
Travellers Association... It Makes Sense To Belong 


When you join IAPA, you are no longer a lone traveller because 
you have the strength of over 100,000 fellow members right 
behind you. Your concerns are important. Your opinions count. 
As the world's oldest travellers association (established in 1960), 
we have constantly spoken out on behalf of our elite member- 
ship for greater travel safety, comfort, convenience, and economy. 
Join now and get the strength of IAPA behind you! 


Your Satisjaction Guaranteed, Or Your Money Back! 


Your satisfaction is important to us. If for any reason you are 
not happy with your membership, notify us for an immediate 
refund. 


Fill in and mail to: International Airline Passengers Association 
lll P.O. Box 20282, Hennessy Road Post Office, Hong Kon 

or B P.O. Box 113, London SWIP IDF, E ngland 

or W P.O. Box 660074, Dallas, Texas 75266-0074, USA 
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Date of birth 





Company 
PUN. LS = 
Address 











Oa a P I ie! CoH Intrvy 


Home phone Office phone 








Beneficiary la 
Relationship. . . 


Signature —— 
Or 


rr.: 


" Prg 
R a 
" 


"La A fa 
Pr ^c > 
Th 


| er heart, in her mind. you have 


JAPAN AIR LINES 








"Source: International Air Transport Association 
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TE. 
-THE VERY LATEST 
INICATIONS 


58°56'N, 3?30'E. The North Sea. Norwegians 
can make phone calls from here, to anywhere 
in the world, and never talk to an operator. 

Four years ago Norway installed a cellular 
mobile telephone system from Ericsson. It lets 
people call from places they never could before. 
A boat, a car or truck, even an oil rig. 

This has created new groups of telephone 
users, and new sources of income for the Nor- 
wegian Telecommunications Administration. 
Like fishermen and the petroleum industry in 
the North Sea, and businesspeople and truckers 
on the road. 

It’s great for their business, and great for the 
Norwegian telecomm’s business. This year, 
15-20% of its new callers will come from this 
cellular user group. 

Ericsson is the most experienced manufac- 
turer of cellular mobile telephone systems. We 
have supplied the world's largest, with over 
200,000 users, and systems of every size. In 
cities like London, Kuala Lumpur, Madrid and 
Chicago. 

And only Ericsson offers you the choice of 
all the major system standards. One of them is 
right for your country. 

Cellular mobile telephone systems. The latest 
way for you to profit from new technology. 


Don't miss the boat. 








ERICSSON Z 


Encsson Radio Systems AB 
5-16380 Stockholm, Sweden. Telephone: +46-8757 0000. 


LE RAFFINEMENT : 
THE STYLE AND ELEGANCE THAT IS MERIDIEN 


At over 40 Meridien hotels 
around the world you can 
experience what we proudly call 


Le Raffinement. 
ASIA/PACIFIC: Hong Kong, 


Hong Kong/ Airport, Singapore, 


Changi /Singapore, Tokyo and 
Colombo. 


THE AMERICAS/CANADA: 


New York, Boston, Houston, 
Los Angeles/ Newport Beach, 





i 
San Francisco, New Orleans, Y 
Montreal, Rio, Guadeloupe, ' 
Bahia and Martinique. 
EUROPE/MIDDLE EAST: 


Paris, Lyon, Tours, Abu Dhabi, 


Athens, Milan, Porto, Lisbon, 


Tunis, Lattakia, Palmyra, Nice, 
Damascus, Al Khobar/Dhahran, 


Cairo, Baghdad, Mohammedia, 


Jeddah, Kuwait and Khartoum. 


AFRICA: Brazzaville, Douala, 


Gisenyi, Kigali, Luanda, Dakar, 
Port Gentil, Mauritius and 


Reunion. 

You can also look forward to 
experiencing Le Raffinement in 
Vancouver, Delhi, Taipei, 
Aleppo and Cairo/ Heliopolis. 


For reservations, contact your travel agent or phone: — Hong Kong 3-669996, Singapore 733-2878, Australia 235-1174 (Sydney) 
008-221-307 (Inwatts), Tokyo 03-475-1511, Osaka 06-201-5161, Sri Lanka 544544, Bangkok 234-7877, Manila 815-4946, Seoul 
755-8945, Jakarta 670-016, Taipei 752-0504, Kuala Lumpur 485-738. 


THE INTERNATIONAL HOTELS WITH A FRENCH TOUCH 


TRAVEL COMPANION OF AIR FRANCE 
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from Hongkong to Peking. Incredibly, 
| in view of the condition of China's roads 
| and the understandable lack of traffic 
| awareness on the part of the rural com- 
munities, the event was completed with 
the loss, I believe, of only two lives. Last 
October I read with some awe in the 
. China Daily of the plans by the Chinese 
authorities to stimulate tourism even 
further (over 9 million people visited 
China in the first six months of 1985 — 
58% up on the same period of the previ- 
ous year). 
. According to the China Daily, 
. among the measures to encourage 
tourism was a scheme to allow foreign- 
ers to drive their own cars over long dis- 
tances through Jiangsu, Anhui, Shan- 
. dong and Hebei provinces. Last 
November it was planned to allow up to 
'50 Japanese youths to drive 30 Mazda 
rs in a week-long motorcade along a 
3t route from Shanghai to Peking (I 
wonder if that ever took place). Peking 
was also thinking of allowing tourists to 
bring their own boats and Jeeps to 
China in 1986 for exploration safaris 
from the source to the estuary of the 
Yellow River. 


@ MY awe in contemplating the vision | 


of foreigners’ cars getting lost, mowing 
down peasants, impaling their radiators 
on buffalo horns while their own horns 
made raucous the rural landscapes of 
China, was increased by a more recent 
report in the China Daily on 7 De- 
cember. The article lamented this as- 
pect of modernisation — the increase in 
traffic accidents and deaths on the 
roads. A total of 325 people were killed 
in the first six months of last year in Pe- 
king alone, nearly 300 in Shanghai and 
over 200 in Tianjin. a 
The total number of vehicles on 
China’s roads is increasing at the rate of 
000 a year. Du Cunxin, an official of 
«€ Ministry of Communications, was 
quoted as saying that special attention 
would be given to controlling vehicles 
owned by farmers who two years ago 
owned.a total of 90,000 vehicles and 
who now own 290,000 across the coun- 
try. Privately owned vehicles account 
for only 10% on China's roads, but ac- 
count for 50% of the accidents. From 
. 1986 all drivers will be required to have 
six months of driving lessons and to take 
regular tests thereafter. 
e WHAT I believe in the US are called 
"divided highways" are called in Britain 
"dual carriageways." Unfortunately the 
China Daily committed a tragic misprint 
(spotted by several readers) in reporting 
the comments about China's roads 
made by Du: 
Du said the bad condition of 
highways also contributed to the 
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€ LAST year saw a remarkable “sport- | 
ing” event — the first-ever car rally 
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328 kilometres of the total are con- 
sidered “first-class” dual carnage 
ways. 

@ THE editor of the China Daily is not 
a mealy-mouthed man and lets the chips 
fall where they may, judging by the fol- 
lowing recent correction he published: 











Correction 












According to a Xinhua correc- 
tion, the Xinhua story which ap- 
peared on the front page of China 
Daily on September 24. 1985 under 
the headline "Foreign trade to hit 
$70 b record," contained inac- 
curacies in facts and figures due to 
the carelessness of the writer. 
















€ CHINA may be planning to stimu- 
late tourism, but the visitors — even 
Chinese compatriots from Hongkong 
and Macau — can cause problems as the 
domestic China News Agency reported 
recently. A certain 25-year-old female 
Hongkong tourist named Liu came up 
against bureaucratic procedures last 
year, first of all claiming that her papers 
had been confiscated by the railway au- 
thorities and then failing to fill in one of 
the necessary forms. The inspector, 
Comrade Hua, pointed this out to an in- 
creasingly furious Liu who, according to 
the newsagency, “started abusing the 
personnel of the border inspection sta- 
tion.” Matters deteriorated, and “she 
went so far as to spit on Hua and to slap 
him twice in the face.” Other Hongkong 
and Macau compatriots nearby al- 
legedly condemned the tourist in ques- 
tion for her deliberate provocation and 
she was led away. “At first she was very 
arrogant. She admitted her error only 
when the leading member of the section 
reasoned with her. She wrote a critique 
of her behaviour and was finally re- 
leased." 

€ ANeven more colourful provocation 
took place when a 20-year-old male 
named Zeng came up against Xiao Li, a 
female inspector. As the newsagency 
reported, "She saw something bulging 
in his coat pocket and asked him to re- 
move it for inspection. He produced a 
bottle of ‘Indian Magic Oil’ [a kind of 
aphrodisiac]. Then Xiao Li asked him to 
empty all his pockets for further inspec- 
tion. With a smile, Zeng pointed at his 
groin and said: *Here is something else 
. .. Want to check on it?’ He instantly un- 
zipped the fly of his pants. Xiao Li im- 
mediately reported Zeng's insulting be- 
haviour to the station leadership. The 
Shenzhen border inspection authorities 
ordered him to write a critique of his be- 
haviour, cancelled his home visitation 
certification and deported him." 

As the report comments, China 
"warmly welcomes" Overseas Chinese, 
but "those who sabotage the adminis- 
tration of the ports and who upset the 
order of inspection and disregard the 
Chinese are personi Ron grata: 
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” So next 





















time you visit China and are asked 

"Anything to declare?” don't be temr = 
ed to be witty like Oscar Wilde who. 

once replied “Only my genius.” E 
9 ANOTHER Chinese export, much — 
appreciated by compatriots during the B 
winter months, are Shanghai hai y 
crabs, which visitors like to take back . 
home. Not in the cabins of Northwest - 
Orient planes, however, as this unusual — 
notice snapped by Robert Kapp at the - 
airline’s counter in Shanghai make: 
clear: 
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e IF China is muscling in on the market 
for counterfeit goods, it has much to 
learn. Claude Haberer from Paris 
stayed recently at the Gui Yuan hotelin | 
Shenzhen, the special economic zone 
next door to Hongkong. Into the edge - 
of the hotel room's curtains were clearly - 
woven the words: “100% POLYACRY- - 
LIC SILK MADE IN REPUBLIC OF ENG- - 
LAND." Well, at least it wasn’t the Peo- A 
ple's Republic . . . B. 

They are not much good at doctoring | 
photographs either. At last December's — 
Marintec Exhibition, held in Shanghai, | 
a colour brochure was distributed ad- | 
vertising the activities of the Shanghai — 
Corporation of Shipbuilding Industry. 
One picture showed an oil rig being © 
towed by two obviously superimposed - 
tugs. Unfortunately the rig was in no - 
condition to be towed: its four legs were - 
still standing firmly on the ocean floor. 
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of China Trader with the hea 
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The REVIEW continues its series on Asia's arm- 
. ed forces with an analysis of Pakistan's mili- 
tary structure. The army has loomed large in 
. Pakistan's brief history since independence: 
. whenever politicians could not hold the coun- 
try together, the generals have seized power, 
chalking up 22 years of military rule and, in 
the process, the services have emerged as the 
largest single organised entity in the country. 
With the recent and the third transition to con-  _ 
stitutional rule, the generals maintain — de- 
spite criticism — that they would remain the 
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defenders of the country and the Islamic faith. — 







D. Pakistani officers on parade: martial-law duties. 
ü i | 
i little room for individual coup-makers. | 


Back tO barracks, but If the head of a largely civilian go 


ernment is a serving general, the arn 
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W to be an important factor in the 


| keeping a close watch 


|. By Husain Haqqani in Islamabad 
F akistan’s armed forces will continue 


tire as the case may be. As a senior of- 
ficer explained: *The armed forces did 


will concentrate on establishing the re- 
gime’s authority in the event of political 
disturbance, and the possibility of an 
army takeover would be minimised. As 
one MP put it: “For eight years politi- 
cians accepted Zia as president by virtue 
of his being COAS. Now the army 


| country's politics despite the recent lift- | not take over police functions under | should let him be COAS for a few years 
| ing of martial law. The return to civilian | martial law, they only guided policy | because he is our president." | 
TR rule entails the gradual withdrawal of | which was in turn implemented by the Western observers and educated 
| military personnel from civilian posi- | normal machinery of government. Sol- | Pakistanis find it difficult to accept the 
a tions and termination of military courts | diers were called in to assist in policy im- armed forces’ political role mainly be- 
N. which have enjoyed extensive jurisdic- | plementation only when necessary, | cause of the British legacy of an apoliti- 
| tion during the past eight-and-a-half | much as they are invited in aid of civil | cal army. While politicians and intellec- 
| years with virtually no appeal. But Gen. | power. With the end of martial law the | tuals are willing to accept military inter- 
/ — Zia-ul Haq remains president under an policymaking role of the military offic- vention in affairs of state, there is a gen- 
| amended version of the 1973 constitu- | ers will end. The army in this country eral unwillingness to concede its legiti- 
| tion which allows him to hold dual re- | does not intervene in politics until the-| macy. The need for Zia as an inter- 
i sponsibility as president and chief of the politicians have made a mess of things mediary between politicians and the 
| army staff (COAS). .and order has broken down to an extent | armed forces in the short term reflects 
| The offices of governor in Pakistan's | where it is necessary to restore it | this dilemma. 
| four provinces held under martial law by | through martial law." 
| serving lieutenant-generals have been di- Since it is only the military leader- n the three occasions when the mi" 
| vided equally among civilian politicians | ship which determines what constitutes tary assumed power — in 195 
| and retired officers. The incumbent in | a total breakdown of law and order, fu- | 1969 and 1977 — it claimed only limitea 
| Sindh, Lieut-Gen. Jahandad Khan has | ture governments will always be looking | legitimacy by asserting the temporary 
| retained the office after shedding his uni- | over their shoulder, watching for poten- | nature of martial law. Now, however, 
| form. Critics maintain that the military | tial coups in times of political crises. the long duration of military rule has re- 
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sition politician 


— has established its presence in all fields 
through like-minded civilians or retired 


soldiers and its influence will be all-per- 


. vasive even after the lifting of martial law. 


*Military men have ruled Pakistan 
for 22 of the 38 years of independence, 
and Zia's martial law has been the single 
longest spell of military rule," an oppo- 
remarked, adding: 
“The armed forces may not have a for- 


— malised role in social affairs like in Tur- 


key or Indonesia but their authority 
cannot be denied." 

Military sources insist, however, that 
the armed forces are serious about re- 
turning to their barracks and concen- 
trating on defence functions. There are 
no more than 300 military officers per- 
forming martial-law duties, all of whom 


Zia's plans to institutionalise the 
military's role through a supra-legisla- 
tive National Security Council including 
armed-forces chiefs and empowered 
to act in a national emergency, was 
thwarted by the non-party legislature 
elected last February. The government 
of Prime Minister Muhammad Khan 
Junejo withdrew the proposal, to secure 
parliamentary approval of constitu- 
tional amendments. 

The president doubling as the army 
chief, though unprecedented in previ- 
ous transitions from martial law to con- 
stitutional government, could minimise 
potential  civilian-military disagree- 


ments. According to supporters of 
this view, Pakistan's forces would 
only take over power through the col- 


sulted in greater discussion of the mili- 
tary's role. Direct involvement in run- 
ning the country, it is argued, has ad- 
versely affected the military's fight- 
ing capability, and senior officers are 
said to have become accustomed to 
a life of comfort and corruption. “Our 
forces have tremendous defence poten- 
tial but they have been away from their 
real duty for the past eight years," said 
retired lieutenant-general Faiz Ali 
Chishti, one of Zia’s closest associates 
in the initial years of martial law and 
now a regime critic, adding: “When the 
army is running the country, it loses its 
professional competence and efficiency.” 

The view is shared by other retired 
generals-turned-politicians. _ Officials 
brush aside such criticism as opposition 


lective will of senior officers, leaving 


| will return to their previous posts or re- propaganda, pointing out that only a 


Nie 1-24 AM. AP 


















Zia inspecting troops: largest organised entity. 








handful of military men have had much 
to do with martial-law duties. “Even if 

ne accepts that martial law corrupts 
military officers it is only a limited 
number who are affected,” observed a 
serving major-general, “[because] for 
the overwhelming majority, oppor- 
tunities for corruption just do not exist. 
Rumours of corruption abound largely 
because politicians find it easier to di- 
vide society between military and civi- 
lians, and criticise facilities given to sol- 
diers without fair and honest compari- 
son with civilian benefits.” 

Most military leaders and some civi- 
lians hold the country’s political leader- 
ship responsible for military interven- 
tion in the past, accusing them of failing 
to balance the various forces within the 
political system. This theory justifies fu- 
ture intervention, if and when neces- 
sary, though in recent years all military 
leaders, including Zia, have expressed 
the hope it would not happen. “These 
last eight years have been a war of attri- 
tion in which Zia has worn out the politi- 

ans,” commented a retired brigadier. 
Next time,” he said, “they will avoid 
the kind of politics which leads to mar- 
tial law.” There is, however, the ques- 
tion of popular support. 

Recent public opinion surveys indi- 
cate that while the armed forces, as an 
institution, still have the highest rating 
for public confidence, they have lost 
some ground in specific political and 
geographic constituencies during the 
past few years. The identification of the 
Zia regime with the politics of Islamisa- 
tion, the execution of former prime 
minister Zulfikar Ali Bhutto and the 
suppression of leftwing politics has re- 
sulted in creating an articulate opposi- 
tion for the armed forces. 

Some opposition political parties, 
notably Bhutto's Pakistan People's 
Party as well as leftist intellectuals have 
publicly criticised the increasing de- 
fence budget and some have even gone 
so far as to call for reduction in the size 
of the army. There has traditionally 
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been a consensus on national security 
needs in Pakistan, and the recent criti- 
cism is the first occasion when defence 
spending has been questioned. Martial 
law seems to have politicised the issue of 
support for the defence forces with 
some questioning the very institution of 
the military itself. 


he armed forces are not without their 

allies in this political debate. As 
Zia is the country's first military leader 
to adopt a staunchly Islamic profile, re- 
ligious leaders and activists have rallied 
to assign the armed forces the dual task 
of "guarding the country's geographical 
and ideological frontiers." Supporters 
of Zia point out that extending the criti- 
cism of his regime to the defence ap- 
paratus as a whole weakens the opposi- 
tion's position. Thus Zia's opponents 
are projected as enemies of the state out 
to sow discord over the vital issue of na- 
tional defence. 

"Because of our British tradition, 
people expect the armed forces to stay 
aloof from politics and some are disap- 
pointed when they don't," explained a 
professor of politics, adding: *But by 
and large there is respect, even fear, of 
the military's discipline and organisa- 
tion; the armed forces are, as an institu- 
tion, the largest organised entity in the 
country and this fact alone wins them a 
lot of popular support. There is no 
reason to believe that the scars of mar- 
tial law will not heal quickly once a 
semblance of civilian rule is established 
and the soldiers are back in their 
trenches and barracks.” 

Within the military itself, there is lit- 
tle debate over the recent role of the 
armed forces, though by and large offic- 
ers continue to adhere to the concept of 
a non-political military. Although 
senior officers hold politicians in con- 
tempt, none claims political leadership 
as a right for the generals. Pakistan’s de- 
fence training schools continue to teach 
soldiers and officers the non-political 
tradition. ü 








Slow'march 
to self-help 


J akistan’s armed forces continue to 
depend on imported weapons and 
the US has become the principal sup- 
plier of heavy arms and aircraft since the 
Soviet occupation of Afghanistan. 

But the country has slowly de- 
veloped a modest defence production 
capability, and current policy envisages 
a private-sector role in the defence in- 
dustry. A substantial research-and- 
development programme has also been 
launched in an attempt to beat the cost 
of imported technology. 

The main defence production centre 
is the Pakistan Ordnance Factories 
(POF), a complex of 15 units at Wah, 
about 30 km from Islamabad. POF's 
first unit began production in 1953 with 
a manufacturing facility for Lee-Enfield 
rifles and was gradually expanded, 
especially after the 1965 war. 

The complex now produces rifles, 
machine guns and ammunition for small 
arms and artillery. Recently, POF 
added a facility to produce anti-aircraft 
guns with Chinese assistance. 

A tank-refurbishing factory has also 
been established at Taxila, near Wah, 
with Chinese assistance, to overhaul 
and rebuild armoured vehicles. Most of 
the factory's equipment is devoted to re- 
building tanks of Chinese origin, though 
it also has undertaken the overhauling 
of some obsolete American and Euro- 
pean-made tanks. Officials say the facil- 
ity, with some capital injection, has the 
potential to manufacture armoured 
fighting vehicles. 

At its aeronautical complex in 
Kamra, 80 km northwest of Islamabad. 
Pakistan has developed facilities to 
overhaul and refit fighters, including 
French Mirage and Chinese F6 jets. 
Partial manufacture is also done for the 
Mushshak trainer — the local version of 
the Swedish Saab Supporter. 

Certain public- and private-sector 
enterprises such as the Pakistan 
Machine Tool Factory at Karachi, the 
heavy mechanical complex at Taxila, 
Karachi Shipyard and Engineering 
Works and National Radio Telecom- 
munications Co. manufacture defence 
hardware under contract, including 
mortars, rifles, fuses and radios. 

The government hopes to increase 
private-sector participation in the de- 
fence industries, though this would ob- 
viously involve higher-level security 
clearance. In time, officials expect to in- 
tegrate the defence industry with over- 
all industrialisation. Maj.-Gen. Talat 
Masood, chairman of POF explained: 
"Many production units can and will 
only be viable as economic entities if 
they produce for both military use and 
peace-time commercial utility.” 

— Husain Haqqani 
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T. E Pakistan's armed forces 
| (PA have assumed power three times 
| since independence in 1947 they con- 
. tinue to take pride in their professional 
| image and play down their political role. 
— Upon assumption of power in July 1977, 
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| Gen. Zia-ul Haq declared: *I want to 
| make it absolutely clear that neither I 
| have any political ambitions nor does 
| the army want to be taken away from its 
| profession of soldiering.” 
| More than eight years later, Zia and 
his generals still insist on their profes- 
| sional obligations, attributing their poli- 
| tical activities to circumstance rather 
| than design. Only Zia and a limited 
| number of officers now remain politi- 
| cally involved. The rest of the armed- 
| forces machinery, though obviously be- 
|| hind the president, is making a major ef- 
| fort to re-establish its professional cre- 
| dentials. 
| The official public-relations effort in 
-| recent months has concentrated on the 
| preparedness of the defence services. 
_| The general theme is that Pakistan has 
| no designs on its neighbours and, there- 
| fore, does not need an offensive capa- 
bility, but its defences are strong enough 
| to withstand any pressures along its 
| frontiers with both India and Afghanis- 
- tan. Islamabad's close relations with 
| China, renewed military assistance 
| from the US and diplomatic support 
-| from Arab countries is cited as provid- 
| ing additional protection. 
An officially circulated article by re- 
tired brigadier-general Gulzar Ahmed, 
published last September, argued: 
| *Diplomatic equilibrium in itself pro- 
vides a certain measure of deterrence 
and fortunately Pakistan's foreign po- 
| licy has created a favourable geopoliti- 
| cal environment that would discourage 
| [foreign] adventurism." 
The public discussion of military 
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capability is in response to what officials 
see as “enemy” disinformation aimed at 
convincing Pakistanis that the country 
cannot be adequately defended. 

As one official put it: "Pakistan's 
enemies want the nation to believe in a 
little Pakistan unable to defend itself 
and, therefore, ready to accept Soviet 
and Indian domination. Our foreign 
policy is geared towards promoting 
friendship with our neighbours but our 
defences are in no way inadequate." 
Pakistan, with a long frontier with India 
and Afghanistan, also has one of the 
largest standing armies in Asia, boast- 
ing 450,000 men. Apart from defending 
their own borders, Pakistan's forces are 
also committed to assisting their Islamic 
brethren in the Gulf. Pakistan reported- 
ly has military observers in 22 Islamic 
countries and some 32,000 troops 
in Saudi Arabia and adjacent states. 

Renewed US interest in bolstering 
Pakistan's security after the Soviet oc- 
cupation of Afghanistan has resulted in 
US$1.6 billion worth of modern equip- 
ment becoming available since 1982, 
and Gulf oil producers have also pro- 
vided generous financial assistance for 
weapons procurement. When Pakistan 
was formed in 1947, it inherited a poorly 
equipped, hastily reorganised army and 
virtually no air force or navy. 

Pakistan received six armoured regi- 
ments upon the partition of India and its 
army was initially planned to have 
150,000 men. It needed 4,000 officers, 
of whom only 2,500 were available. In 
its early years the army employed some 
500 British officers, including its first 
two commanders-in-chief. Pakistan's 
early military thinking evolved as a re- 
sult of deterioration in relations with 
India and military preparedness since 
then has always been measured in com- 
parison with India's offensive capabil- 
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‘ity. During he 1950s , Pakistan joined. 1 


the US-sponsored anti-communist al- - 
liances and secured its weapons from 
the West. 

American assistance enabled the 
country to sustain and expand its forces 
and influenced the military's training 
programmes, but a shift in US policy in 
the early 1960s weakened the US-Pakis- 
tan relationship. During this period, fol- 
lowing the Sino-Indian war of 1962, 
Washington tilted towards New Delhi, 
and Islamabad developed close ties with 
Peking. Since the 1965 war over 
Kashmir, Pakistan's armed forces faced 
an American suspension of military 
supplies, and in the aftermath of the war 
came a re-evaluation of foreign and 
military policy. 


TS defeat of Pakistan by India in 
1971 convinced defence planners of 
the need for diversifying sources . of 
weaponry. It also marked the launching 
of an indigenous arms-production p 

gramme and was instrumental in the i 

pansion of Pakistan's nuclear effort 
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AD: 14.5mm, 37mm, 40mm, 57mm, 85mm AA guns; 100 Stinger, 6 
“CSAIL, 6 Crotale SAM. x A 


1 liaison sqn with 45 Mashshaq (Saab 91 Safari) ac. 


Indep army observation fits. | 

45 O1E, Cessna 421, 50 Mashshaq, Turbo Commander, Queen Air 
? Ta ac; some 2 Bell AHIS Cobra with TOW, 16 Mi 8, 35 Puma, 23 
Mec Alouette III, 13 Bell 47G hels. : 


3 AA arty bdes. gd - s. 
dad vere regio: | eo | (On order: 65 M48A5 MBT; M113 APC; TOW ATGW launchers [incl. 
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— MM3,50 UR416 APC. | RESERVES: 500,000. | Seat 
Arty: some 1,000 25-pdr (88mm), Type 59 100mm, 130mm, 140mm and Navy: 15,200 (incl. navalair). — — —— —— | | 
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M198 towed, M109 SP, M115 and 40 M110A2 SP 203mm how; 8 destroyers: 1 Br County | is at SAM, 1 Alouette hel; 6 US 
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which Western and Indian strategists 
maintain is geared towards a nuclear- 
weapons capability. 

The country's defence outlay in the 
past decade has averaged more than 
30% of total government expenditure, 
reaching a high of 36% in 1976 and a low 
of 28% in 1981. For fiscal 1985-86, be- 
ginning 1 July, the defence expenditure 
of Rs 34.8 billion (US$2.17 billion) re- 
presents 33.676 of the total budget. The 
budgeted outlay, however, includes 
only recurrent expenditure such as the 
maintenance of defence establishments, 
Salaries and pensions. Acquisition of 
weapons is usually not reflected in the 
budget as most of it comes from foreign 
assistance and credits. 

The Pakistan army possesses an 
amalgam of obsolete World War II and 
Korean War vintage Western armour, 
Chinese light weapons and newly in- 
ducted missiles, helicopters and artil- 
lery. The lack of an integrated weapons 

stem is considered a disadvantage by 
»me planners who insist on the impor- 
tance of training and troop morale to 
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Pakistani troops in 





Punjabis and Pathans; 


but few Sindhis 


pponents of military rule in Pakis- 

tan often criticise the country’s 
armed forces for their regional charac- 
ter as an Overwhelming percentage of 
troops in the services come from Punjab 
province. Within Punjab, the districts of 
Rawalpindi, Jhelum, Chakwal and At- 
tock account for almost two-thirds the 
total troop strength, though these dis- 
tricts contain only 9% of the country’s 
male population. 

The second major contingent within 
the armed forces comes from North- 
West Frontier Province (NWFP), which 
borders Afghanistan, while Sindh and 
Baluchistan contribute only small per- 
centages to the armed forces. Within 
the officer corps, Punjabis represent 
65%, while the share of NWFP, Sindh 
and Baluchistan is estimated at 20%, 
10% and 5% respectively. Punjab ac- 
counts for 56% of the coun- 
try’s total population while 
Sindhis number 23% and 
NWFP contains 1395. 

The regional imbalance in 
the services is said to militate 
against national integration 
as the armed forces ostensi- 
bly represent regional rather 
than national interests. This 
theme is held by intellectuals 
advocating multiple nation- 
alities within Pakistan and 
they argue that military rule 
strengthens Punjabi domina- 
tion and contributes to the 
exploitation of smaller pro- 
vinces. 

The geographic distribu- 
tion of military recruitment 
has not changed dramatical- 
ly since before partition 
when the British prefer- 
red Punjabis and NWFP 
Pathans. Military service 








| 


then, as now, was voluntary and more 
people have traditionally signed up 
from Punjab and NWFP. In recent 
years, the armed forces have made an 
attempt to broaden their recruitment 
base and quotas have been fixed for 
smaller provinces within certain units. 
Military officials say it is difficult 
even to fill the Sindh-Baluchistan 
quota, let alone get sufficient volunteers 
to compensate for the existing regional 
imbalances. Owing to Sindhi allegations 
of Punjabi domination, a Sindh regi- 
ment was raised recently in the army but 
there is an obvious lack of enthusiasm 
among Sindhis to join. 

While emoluments of soldiers and 
officers have gone up in proportion to 
similar increments for civilian govern- 
ment employees, their fringe benefits 
have been expanded considerably. 
These include education facilities for 
children, improved medical care and 
concessional travel within the country. 
Another benefit widely criticised by 
some politicians is the prospect of re- 
employment in civilian or public-sector 
jobs for retired servicemen. The policy 
is criticised for interfering with provin- 
cial civil service quotas, though its 
rationale is a simple one: middle-rank- 
ing officers retire several years earlier 
than their civilian counterparts and 
have a right to work at least as long as 
the average civilian. 

A senior army officer said: “Added 
exposure under martial law makes us li- 
able to unwarranted criticism and much 
of it will subside if martial law goes. As 
far as we are concerned, we want to dis- 
criminate in favour of a balanced rep- 
resentation of all provinces in the 
forces, but this is a volunteer army and 
what can we do if there are fewer 
Sindhi or Baluch volunteers?” 

— Husain Haqqani 


4 Ch Hainan FAC(P), 1 Town, 1 Spear, 18 MC55 type patrol craft. 


4 €h Hoku FAC(G) (2 msls). 
12 Ch Shanghai-Il FAC. 
4 Ch Huchwan hydrofoil FAC(T). — 
3 US Adjutant and MSC268 coastal MCM. 


2 tankers (1 ocean, 1 coastal), 1 Br Dido cruiser (cadet trg/AA ship; 


. non-operational). 


NAVAL AIR: 3 combat ac, 6 combat hel. 


1 ASW/MR sqn with 3 Atlantic with AM39 ASM Exocet. 
2 ASW/SAR hel sqns with 6 Sea King ASW with AM39, 4 Alouette VIT. 


Base: Karachi. 
: RESERVES: 5.000. 
Air Force: 17,600; 375 combat ac. 


8 FGA sqns: 1 with 17 Mirage INEP; 4 with 50 Mirage 5PA3; 3 with 41 


Ch Q5 


11 interceptor/FGA sqns, 9 with 170 Ch F6, 2 with about 30 F16. 
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2 tpt sqns: 1 with 13 C130B/E, 1 L100; I with 1 Falcon 20, 1 F27-200 
(with navy), 1 Super King ,- j 
1 SAR hel sqn with 6 HH43B, 4 Alouette HI. 


Air, 1 
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1 utility hel sqn with 4 Super Frelon, 12 Bell 47G. 
1 trg sqn with 20 T33A, 4 MiGISUTI 


Other trainers incl. 2 


45 Ch JJ5 (MiG17U), 


5DPA2, 3 Mirage IDP, 2 J6, 35 T37C, 


12 CJ6, 24 Reims FTB337. 


AAM: Sidewinder, R530, R550 Magic. 


RESERVES: 8,000. 


. (On order: 10 F16, about 100 Ch Q5 FGA, 500 AIM9L Sidewinder.) 


Forces Abroad: 30,000 contract personnel: Saudi Arabia (20,000); Jor- 
dan, Libya, Oman, UAE. 


Paramilitary Forces: 164,000: National Guard (75,000); Frontier Corps 


(65,000); Pakistan 


(15,000); Coast Guard (2,000); Northern 


Light Infantry (7,000); Mujahid Force; Janbaz Force; National Cadet 
_ Corps; Women Guards. 















rises 375 aircraft. In comparison, India 
ias 846 combat aircraft giving it a signi- 
kistani officers say they have a qual- 
itative edge, with the introduction of the 
Fl6s. 

Pakistan’s navy is the smallest of the 
three forces, employing 15,200 men and 
possessing only a small fleet. The Indian 
navy is far larger than Pakistan’s. “The 
Indians have a large navy but its area of 
responsibility is also fairly large,” ar- 
gued a senior military officer, pointing 
out: “Our navy does not have to prowl 
the Indian Ocean from the Bay of Ben- 
gal to the Arabian Sea — it has only to 
defend our sealanes and coastal belt.” 

A major change in Pakistan’s mili- 
tary policy since the late 1970s is a shift 
away from an offensive strategy. Pakis- 
tanis no longer talk about attacking first 
to gain an advantage in a crisis, a doc- 
trine that prevailed until the 1971 war. 


Although Pakistanis continue to feel 
aggrieved over Kashmir and/still 
doubt India’s long-term intentions to- 
wards their country, few support former 


popular strategic responses are the nu- 


clear option and the theory af apeople’s | 
n officially | 


army, though neither has be 
accepted or acknowledged. | 

Speakers at a recent seminar on na-\ 
tional security, representing the entire 


political spectrum and including former | 
diplomats and generals, agreed on the | 


need for a Pakistani nuclear deterrent 
despite Zia's declarations to the con- 
trary. Several religious leaders have 
stressed the need to raise a people's 
army “to tie down the Soviets if they 
cross the Khyber pass," but officials 
consider the proposal unfeasible mainly 
because of the heavy expense involved. 

Military leaders believe that a com- 
bination of diplomacy and combat read- 
iness would deter Indian aggression. 


Accommodation with India is also con- | 
sidered important in view of the Soviet | 
occupation of Afghanistan. The great- | | 
est fear of most Pakistanis is the tying | . 
down of its forces on the Indian and Af- | | 


ghan borders simulatenously as a result 
of an Indo-Soviet collusion. 
Experts expect any Soviet push 


across North-West Frontier Province | 
towards Baluchistan and the Gulf to | ~ 
precipitate US intervention and dis- | 

|... particular about cultivating an Islamic image. But the overall environment in 


count it as a serious possibility. As for 


Soviet-supported forays across the Af- | 
ghan frontier, Pakistan hopes to contain | - 


them with its ground and air forces, part 


cance of assistance to the Afghan 


mujahideen is also emphasised as an |- 


element of Pakistan’s defence. 





favourable effect on Pakisthn’s air| - 
force. Pakistan's combat fleet now com- |. - 


ficant quantitative advantage, but Pa- |- 


motto was derived from the title of 


tish Raj and an emphasis on Islam 


. the country but backed down after ini- | 
tial reforms. However, the im-  . 


prime minister Bhutto's thesis of a E as pukka sahibs and had no dif- 
1,000-year war with India. Currently | 


. ming 


.. tan’s armed forces. 
of which have' been recently reoriented | expected to translate the concept of jihad into “wholesome military policies 
towards the western border. The signifi- | 
armed forces book club no longer distributes books on European wars alone. 


. Included in recent issues are books on Islamic history and contemporary Mus- — 






— Husain Haqqani 
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hen Zia took over as chief of the , 

army staff in 1976, he gave Pakis- 
tan's army a new motto: Faith, piety 
and struggle in the path of Allah. The 





























an article by a contemporary Islamist, 
Abul Ala Maududi, who called for a 
revival of the concept of jihad, or 
holy war, in all spheres of life as 
a means towards an Islamic renais- 
sance. | 

For the army, it meant a drastic 
shift away from traditions of the Bri- 





rather than material benefits as the 
motivating factor. Upon assuming 
power in 1977, Zia tried Islamisation 
of the legal and political system in 
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pact of Islamisation in the ~ ON 
armed forces has been strong- —. 
er. 4 i VENE. 
Muslim officers in the Bri-\ 
tish Indian Army were trained 


Pm adopting British ways or 
ing with non-Muslim Indians. 
The men, or jawans, however, were 
mostly practising Muslims, though 
their practice of religion seldom inter- 
fered with service regulations. How- 


. ever, an Islamic identity developed only after the 1947 partition of India. — 


Immediately after partition, Pakistan's armed forces relied heavily on Bri- 


-tish officers, and the indigenous officer-corps was dominated by patterns set 


during the Raj. The first few Pakistani service chiefs carried on British prac- 
tices in most areas, from dress codes to mess etiquette. Command of the Eng- 
lish language was considered an essential element of being an officer, and the 


army elite was set apart from the religious jawans by a lifestyle including drink- 


ing and disregard for Islamic rituals. The only visible signs of a connection with | 


— Pakistan's Islamic foundations were the officially employed unit mullas, simi- 
— larin status to US Army chaplains. 


Since taking command, Zia has stressed an Islamic identity and Pakistani 

nationalism as the basis for the armed forces’ indoctrination and motivation. . 
Several far-reaching changes have been made in the training of officers and 
troops. Urdu has replaced English as the language of parade commands in the 
forces, and pre-partition mottoes of several units have been replaced by verses 


. from the Koran or lines from Iqbal, Pakistan's national poet. 


Other steps include the imposition of complete prohibition in the services 
to conform with the rest of the country; the upgrading of unit mullahs to the 
rank of religious teachers, and inclusion of religion in military training. The 
annual reports on officers’ performance, which determine the chances of 
promotion, now include a column on observance of religious rituals. 

Zia and some of his senior-most aides, including vice-chief of the army 


staff, Gen. Khalid Mahmud Arif, also set an example through their personal 


| ji amps as strict adherents of religion. Zia has not been in a hurry to replace 
other senior officers, who continue to drink at foreigners' parties and are not 


the armed forces represents an emphasis on Islam as a guiding ideology. 
Islam is also being given a central place in the strategic doctrines of Pakis- 
cholars at defence-related research establishments are 


and strategies to safeguard Muslim ideology and economic interests." The 


lim problems. - 
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Struggle on the streets 


3 
General warns against urban infiltration 


By John McBeth in Bangkok 


he armed conflict between govern- 

ment troops and Communist Party 
of Thailand (CPT) guerillas may have 
evaporated, but Thai strategists fear a 
much more insidious struggle is shaping 
up on the streets of Bangkok and in 
other urban centres around the country 
as the party turns its attention to united- 
front activities. 

Warnings have come from Prime 
Minister Prem Tinsulanond, supreme 
commander and army commander Gen. 
Arthit Kamlang-ek and other serving 
and retired generals, as well as from in- 
telligence analysts who have been tak- 

g a hard look at captured documents 

ving, for the first time, a much fuller 
picture of the CPT's fourth congress in 
1982 and how the party has changed its 
approach over the past few years. 

Although there are doubts whether 
the hardline Maoist leadership itself has 
genuinely changed its basic thinking as 
well as its tactics, security sources sav 
lower-level cadres appear to have made 
considerable progress in putting a new 
face on the party. "From what we can 
see it is not a pro-China line or a pro- 
Soviet line, but [the party] has de- 
veloped its own personality," said one 
Thai analyst. “As a whole, it has be- 
come an authentic Thai party." 

The sources say current activities are 
focused on the plains and the towns and 
are being conducted with a maximum 
amount of secrecy. Much of the em- 
phasis is on so-called *deep work," 
avoiding violent or open activism over an 
extended period. According to current 
“eeessments, the leadership is firmly 

vinced that if tactics are modified to 
match the current situation and if the 
party can exploit. opportunities pro- 
vided by Prime Ministerial Order 66/ 
2523 — the policy directive that stresses 


political rather than military action | 


against the CPT — then the revival and 
growth of the party will be possible. 
Critics tend to feel, perhaps under- 
standably, that now the armed conflict 
has been won, the military is merely 
seeking a justification to preserve its 
customary level of influence. But even 
such democratically minded generals as 
former supreme commander Gen. Saivud 
Kerdphol, one of the principal architects 
of Thailand's counter-insurgency strate- 
gy, have warned about the dangers of 
complacency. “Before it was all out in 
the open and they were trying to fight us 
in an armed struggle, but if they seek to 
infiltrate into society it is going to be 
much more difficult to counter," he told 
the REVIEW. *What I worry about is the 
danger of us lowering our guard." 
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Yongchaiyut delivered much the same 
message in an annual review of anti- 
communist strategy on 30 October — a 
session attended by Prem, Arthit and 
800 other military and civilian officials. 
Acknowledging that the CPT has now 
begun to apply the correct principles of 
the united front and to build it from top 
to bottom, he warned that if the party 
ever goes back on the strategic political 
offensive “we will see the rebirth of rev- 
olutionary war.” He continued: “Anti- 
government movements now going on 
should be closely monitored. It would 
be a very serious mistake to view these 
events superficially as rivalry for power, 
competition for material gain or joust- 
ing for government positions, as they 
have been regarded in the past. These 
activities differ from those of the past 
and are a serious national threat.” 


S peaking only seven weeks after Thai- 
land's 15th attempted coup, Chao- 
valit also said quarrels between civil 
and military officials, and disunity be- 
tween political parties and between offi- 
cials and political parties “must result in 
our ultimate defeat by the united front 
of the CPT.” National security and pub- 
lic wellbeing, he said, can only be as- 
sured by the closest cooperation be- 
tween officials and political parties. 
Within the army itself there has been 


| 








Army chief of staff Gen. Chaovalit 


considerable abate over the wisdom of 
allowing thousands of CPT defectors to 
melt back into society under the govern- 
ment's amnesty programme. Those op- 
posed to the soft approach, particularly 
in the Internal Security Operations 
Command, believe a good number of 
defectors continue to owe their al- 
legiance to the party while not out- 
wardly appearing to do so. 

In his October briefing. Chaovalit 
noted widespread concern that while 
policy order 66/2523 has dealt the com- 
munists a defeat in the jungle, it may in- 
vite a communist victory in the cities — 
affording the opportunity for the CPT 
to engage in a peaceful “line” struggle 
“which would be even more dangerous 
than armed struggle.” To placate that 
concern, he stressed the importance of 
understanding communist doctrine and 
said 66/2523 existed for the “complete 
and utter defeat” of communism. “It 
is,” he said, “a policy which creates last- 
ing protection for Thailand.” 

Much of what Chaovalit says appears 
to be based on a careful analysis of CPT 
directives which make the distinction 
between direct fronts and so-called anti- 
thetical fronts — those groups that have 
no links to the party but whose activities 
unconsciously comform with its aims 
and policies and are open to exploita- 
tion. Although the CPT has yet to form 
a national united front, it has laid heavy 
stress on expanding basic mass activities 
among workers, the poor, students, 
undergraduates, intellectuals and peo- 
ple in suburban areas. Also targeted are 
political parties, organisations devoted 
to partriotism and democratic ideals, 
and religious and charitable founda- 
tions. 

At the same time, it says that cadres 
transferred from the jungle to the towns 
must be capable of carrying out core 
leadership roles in urban areas and that 
party-established organisations should 
be closely concealed. *Cadres must be 
able to work for extended periods and 
strictly heed the requirement for sec- 
recy,” says one instruction. “They must 
check for and prevent infiltration by the 
enemy." The new emphasis on urban 
activities appears to be a frank admis- 
sion that the CPT erred in its formerly 
exclusive reliance on rural armed strug- 
gle and also on its analysis of Thai socie- 
ty, which it has always mysteriously 
likened to pre-1949 China. 

Although Thailand’s senior security 
planners do not regard the party's 
change of line as an immediate threat. 
they are clearly concerned at the poten- 
tial impact it could have on an indulgent 
society whose urban elite is generally in- 
sensitive to social injustice and growing 
economic hardships. The fundamental 
rule for Thailand’s counter-insurgency 
strategists has always been to maintain 
the offensive against the communists. 
The spectre now looming is that of a re- 
juvenated and authentic Thai party 
gaining the upper hand. oO 
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years ago, a sea of angry red 
fotches marked the operational 
as of CPT guerillas on Thai army 
Today, those same maps show 
ailand suffering from only an ex- 
mely mild case of measles — graphic 
timony to the virtual collapse ot the 
tys armed struggle. The govern- 
nt places much of the credit for its 
cess on Prime Ministerial. Order 
/2523, a policy plan introduced in 1980 
hich laid down political rather than 
ary action against the CPT. But 
ly the most important factors were 
> Sino- Vietnamese rift and dissension 
hin the party itself, much of it stem- 
ng from those who felt it adhered too 
sely to Maoist lines and did not take 
O0 account changing conditions in 
ai society. | 

From a strength of 12,000 insurgents 
.1978-79, the People's Liberation 
rmy of Thailand is now down to about 
00 men, and armed clashes with gov- 
nent troops have dwindled to insig- 
ance. Most of the guerillas have 
‘into small units, and army chief of 
ff Chaovalit claimed some months 
o that they were acting more like cri- 
ls than revolutionaries. Although 
government has taken control of the 
jajority of the CPT's operational 
eas, the party has issued a directive 
that there are to be no structural 
changes — an indication of its hopes of 
regaining influence. 
The only significant concentration 
remaining is the 260-350 guerillas still 
occupying jungle hideouts in the south- 
ern provinces. where the communist 
movement has traditionally been more 
elf-sustaining. Led by regional secret- 
y Chamnan Banjongkliang, the CPT's 
uthern wing is divided into two 
adership directorates — "841," with 
'stimated armed strength of 175-235, 
5842," which is now down to about 


120 men. Intelligence sources say 
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ist troops are ata fraction of former strength. 





842 suffered two major blows this wear 
with the capture of first operational area 
commander Chit Khongthongsri on 9 
April and the seizure on 19 January of 
second operational-area secretar 
Thongchai Suwanwihok. | 

The second largest concentration is 
in the northeast with regional secretary- 
general Prachuab Ruangrat leading an 
estimated 85-115 guerillas from his 
headquarters at Phou Padaeng in the Na 
Kae district of Nakhon Phanom pro- 
vince. In the north, regional boss Wai- 
toon Sinthuwanich has only 65-70 men 
under his control, mostly in Nan and Ut- 
taradit provinces. And in the central 
region, covering Ratchaburi and Pra- 
chuab Khiri Khan provinces, the CPT's 
armed strength is put at 55-60. A nation- 
wide breakdown of the CPT, with its 
armed strength, shows: 

SOUTH (armed strength: 265-355): 
headquarters unknown. Regional sec- 
retary: Chamnan Banjongkliang. Di- 
rectorate 841 (armed strength 175-235). 
In charge: Chamnan Banjongkliang. 

» First operational area, 
Chumphon, Ranong, western Surat 
Thani provinces (55-70). In charge: 
Heuang Chaichumkhun. Secretary: 
Charoen Kaewkhun. © 

» Second operational area, covering 
Krabi, Phang-nga and southern Surat 
Thai provinces (40-60). In charge: 
Puang Ruangkaew. 

» Third operational area, covering 
eastern Surat Thani and Nakhon Si 
Thammarat provinces (80-100). In 
charge: Phang Jandet. 

» Directorate 842 (armed strength 90- 
120): headquarters dissolved, command 
and control at local levet. 

» Firstoperational area, covering Phat- 
thalung, Trang, Satun and Songkhla 
provinces (40-50). In charge: Prom 
Khongthongsri, brother of captured 
predecessor. 

» Second operational area, covering 


inaccuracy “of gross magnitude" in a 
story which said that the leaders of 


North and South Korea had a secret 


summit meeting in the truce village of 
Panmunjom on the demilitarised zone 
between the two countries. 

Elder's forced departure was the first 
of its kind since 1982. Locally based cor- 


respondents also questioned the accu- 


racy of his report, but found his treat- 


of | ment disquieting. As one Western dip- 


covering | 


harg 






THEAST (armed strength 85- 
115): headquarters: Phou Padaeng, Na 
Kae district, Nakhon Phanom province. 
Regional secretary: Prachuab Ruan- 
grat. Deputy regional secretary: Somlee 
Prompinit.. 
» First operational area, covering 
Udon Thani and Chaiyaphum provinces 
(30-45). Headquarters: Phou Pong Din- 
daeng, Khon Sarn district, Chaiyaphum 


NOR’ 


province. Secretary: Viboon Jen- 
chaiwat. Deputy secretary: Levan 
Chanasongkram, 


» Second operational area, covering 
northern provinces of the northeast (40- 
50). Headquarters: Phou Padaeng. Sec- 
retary: Somlee Prompinit. Deputy sec- 
retary: Comrade Pati or Pin. —— — 

» Third operational area, covering 
southern provinces of the northeast (15- 
20). Headquarters: Huay Sae, Kon Bu 
district, Nakhon Ratchasima province. 
Secretary: Dao Barnpet. Deputy secret- 
ary: Aree Sokun. 

NORTH (armed strength 65-70): 
headquarters unknown. Regional secre- 
tary: Waitoon Sinthuwanich. Deputy 
secretary: Nop Prasertsom. — ; 
» First operational area, under Nan 
provincial committee (20). Secretary: 
Nop Prasertsom. Deputy: Comrade 
Kaew. 

» Second operational area, known as 
234, covering Uttaradit and southern 
Nan provinces (20-30). Secretary: 
Thamrong Chandawong. 

» New operational area, believed to be 
in Chiang Mai province (15-20). 
Leader: Comrade Sant. MJ 

CENTRAL (armed strength 55-60): 
headquarters and regional secretary un- 
known. 

» First operational area, covering 
Ratchaburi and Petchaburi provinces 
(20). Headquarters: inside Burma. Se 

retary: Chun Ungthong. MM 
» Second operational area, cover- 
ing Prachuab Khiri Khan province 


lomat commented on the affair: “I am 
for a free press, free to the extent that it 
is allowed to make mistakes." A gov- 
ernment spokesman said that the action 
taken against Elder was consistent with 
prevailing policies. “The government 
has to take responsibility to ensure free- 
dom of the press suitable to the Korean 
context," he said. 





















...1ounger brother of surrendered CPT 
...| @ader Vithit Chandawong and the son 
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recent stories discussing possible high- 


| ists. 













Secretary: Chin  Ungthong 

he Laos-backed Thai People's Rev- 
olutionary Movement, more commonly 
known as Pak Mai (New Party), which 
was formed in the late 1970s by a | 
breakaway faction of the CPT, has li- | 
mited its activities so far to armed prop- | 
aganda — mostly in northeastern Muk- |. 
daharn, and the northern provinces of | 
Loei, Uttaradit, Nan and Chiang Rai. |- ae MN | UM 
Led by one-time university professor | i ectoral ca are b 
Bunyen Warthong, most of the several est: 
hundred armed followers are defectors 
from the CPT's 121st Battalion — a unit 
consisting entirely of northeastern 
Thais which once occupied the moun- | 
tain stronghold of Phou Khat in Phit- | 

























sanuloke province. 

The 121st Battalion was commanded 
at that time by Chinese-trained Tham- 
rong Chandawong, also known as Com- 
rade Pichai, who did not defect and is 
now head of the CPT's operational area 
234 encompassing Uttaradit and south- 
ern Nan provinces. Thamrong is the 





































of northeastern leader Krong Chan- 
dawong, summarily executed in 196] 
for fomenting an anti-government re- 
bellion. Vithit, a former member of the 
CPT's Nong Khai provincial commit- 
tee, gave himself up in March 1983 and 
stood as an unsuccessful candidate in 
the general election shortly afterwards 
(REVIEW, 12 May '83). 

There have been no reports up to 
now of clashes between government 
troops and Pak Mai elements, but in an 
incident in early October, Thai Rangers 
unearthed 28,000 rounds of AK47 as- 
sault rifle ammunition after an unsuc- 1 E ax n 3 n 
cessful attempt to encircle 10 of the in- z ak OY YT a Fe UP 
surgents who had crossed the border 1 SEM PUR o seco WA 
from Laos into northern Nan. The dis- 
covery was made near the Yao hill-tribe 
village of Sop Puen — the scene of a 3 
October gun-battle between rangers 
and intruding Pathet Lao troops. It was Vor MN is 
"ear here also that Pathet Lao soldiers Ex X CAM v aou AME o Nur 
re alleged to have abducted and later | MO TITRE ETAT 
massacred 13 Thai villagers on 14 Sep- 
tember. — John McBeth 
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has taken a more strident line in dealing 





with individual cases. 
High on the government's list of sen- 



























sitive subjects are anything relating to SAU 
President Chun Doo Hwan, recent alle- mr er M £73 EJUS. 
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gations of torture of student activists | nae, Pia a 
under interrogation by the police, and | comic-book campaign. 
| 


mtra 





level contacts with North Korea which 
might be preparations under way for a 
summit meeting between Chun and 
Northern leader Kim Il Sung. 

Foreign journalists here have been 
particularly concerned about recent 
court cases involving students accused 
of “profanity against the state" for of- 
fences such as distributing anti-gov- 
ernment leaflets to foreign journal- 




















































































2 Hongkong considers how to intro- 
duce representative government in 
cordance with the concept of "Hong- 
ng run by Hongkong people," as put 

ward in the Sino-British joint. dec- 
ition on the territorv's future, com- 
unist officials here have already begun 
ting up a structure described by some 
bservers as a shadow gove rnment. 
Despite denials by Xu Jiatun, direc- 
yr of the official Xinhua newsagency, 
ongkong branch, that Xinhua will be- 
Ime a second centre of power, the 
ewsagency has been reorganised along 

lines of government departments 
nd is perceived by some in Hongkong | 
s potentially an alternative to the colo- 
ial government. Xu : 
Peking’s chief 
Xokesman in Hong- 
kong. 
< Xinhua recently 
announced that it is 
| department of 
China's state council 
as well as a news- 
agency. In mid-1985 
the news section 
moved out of Xin- 
hua's headquarters, 
and the reorganised. 
concern openly as- 
sumed the role of 
Peking's representa- 
tive here — a part it 
had. «played unoffi- 
ally for years. A 
nhua official said- 
ere are 500 people 
working for Xinhua 
1. Hongkong 
bout half of them 





"Aside from the 
ewsagency, Xinhua 
as set up 10 new 
artments under 
leadership of 
r and three new 
:e-directors. The dügavtient heads 
nks are equivalent to those of de- 
‘tment heads of a central govern- 
"nt ministry. Xinhua, one official 
„dis responsible to. the central gov- 
ment and to the Chinese Communist 








Orsare: ——— 
4 Chuwen, 67, 
















airs and pd ola departments. 
Zheng Hua, 55, 


ative in Macau, Nam Kong Co., in June 


Jnder Xu, Xinhua's four vice-di- 


is a former head of. 
he Shanghai Municipal Foreign. Affairs 
Bureau and a Christian minister. He. 
yversees the work of the new foreign af- 


ias transferred to. 
hua from China's official represen- 


| )t i He is in charge of the new admin- 


Zheng Hua. 


Jiang Hua. 
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istration, personnel and economic de- 

partments. 

» Chen Daming, in his 60s, 

of the new social affairs, 

sports departments. 

> Chen Bojan, 

charge of news. 
The 10 new departments are: 

» Administration — Acting head is Xu 


Zugen. Xinhua's secretariat. Responsi- | 


ble for all administrative affairs. 


| 
» Research — Headed by Li Weiting. a | 
| 


member of the Sino-British Land Com- 
mission, set up to monitor Hongkong 
land sales during the transition period. 
The department is responsible for inves- 
tigating major issues affecting Hong- 


Li Weiting. 


Yang Sheng. Hu Hui. 

kong. Two deputies are Zhang Xianglin 
and Cai Guoxt. 

» Propaganda — Headed by Yang Qi. 
Responsible for liaison with Hongkong 
news media, printers and distributors, 
and newsagencies. Also responsible for 
ideology, thoughts and social trends. 
Two deputies are Zhang Jinsheng and 
Wang Fusheng. 

» Foreign Affairs — Acting head is H 
Shaoxiang. Responsible for handling 
Peking's foreign-affairs interests in 
Hongkong and liaising with foreign 
journalists. Deputy head is Situ Qiang 
(Szeto Keung). 

» Economic Deputy head is 
Fan Zhenggiao. Responsible for liais- 
ing with Hongkong-based branches 


—— 


is in charge | 
culture and | 
1 
| 
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also in his 60s, is in: 


| Chen Daming. 








ing with people-in in science, s, technology, | 
education and hygiene. 
» Art and Sports — Headed by Han Li. l 
Responsible for haising with artists and 
athletes, and others in the sports field. 
Two deputies are Luo Yunhai and Chen 
Y aqiong. 
» Coordination -— Acting head is Yang 
Sheng. Responsible for liaising with 
local businessmen and professionals. 
» Social Affairs -— Acting head is Hu 
Hui. Responsible for liaising with trade 
unions, charitable organisations. pres- 
sure groups and political organisations. 
Deputy head is Zheng Yonghua. 
» Personnel — Deputy head is Ji Shu- 
jin. Responsible for staff welfare and re- 
cruitment, | 

A Hongkong Government source 
said he does not regard Xinhua's 10 new 
departments as a shadow government 
.., because so far they 
have not interfered 
with the colonial ad 


to affect Sennen 
operations in any 
way. The source said 
Xinhua officials are 
doing a lot of in- 
depth. investigating 
on many aspects of 
Hongkong affairs, 
and the Hongkong 
Government is keen 
to give them full co- 
operation. 

One way of look- 
ing at the new depart- 
ments, the source 
said, is to see them 
as reflecting a con- 
‘tingency plan . for 
Hongkong's admini- 
stration. after 1997, 

when the territory 
reverts to 
sovereignty, 
the territory s. We- 
government admini- 
strative officers and 
50 or so department 
heads decide to leave 

‘Honor before Peking takes over. 


- Chen Bojian. 


Should that happen. Xinhua must 
have people ready to run the terri- 
tory. 


A senior government source said the 
communists have alw avs had the ability 
to honeycomb Hongkong with their 
people and to jerk the rug out from 
under the administration's feet. But, he 
said, there is nothing the government 
can do about it. In short, the source 
said, Hongkong and its administration 
have always existed at the pleasure of 
China, and the government here will try 
to impress upon Peking that it is in its 
best interests to continue its acquies- 
cence during the transition period to 
1997 and bey ond. — Emily. Lau 
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Butterfly escapes from 
the Indian censor's net 


By Jagdish Bhatia in Calcutta 


d Bose's Bengali novel Pra- 
Japati (Butterfly) has caused a stir in 
Indian literary and legal circles. In what 
has been described as *a triumph for lit- 
erature and liberality,” the Supreme 
Court recently reversed the order of 
conviction by the Calcutta High Court 
and acquitted the well-known writer 
and his publisher of a charge of obscen- 
ity, thus not only ending an 18-year legal 
battle but also setting a precedent for a 
more broadminded interpretation of 
the country’s laws regarding allegedly 
indecent literary expression. First pub- 
“hed in a special edition of Desh 

agazine, Prajapati came under fire 
when a lawyer of the Calcutta High 
Court filed a case against it under Sec- 
tion 192 of the Indian Penal Code on the 
charge that the work “contained 
obscene passages that might deprave 
and corrupt its readers, many of whose 
minds are open to such immoral influ- 
ences." 

Prajapati deals with an angry young 
man, Sukhen, and his rebellion against 
the hypocrisy of the establishment as re- 
presented by his avaricious father, cyni- 
cal political leaders and suffocating 
bureaucracy. He falls in love with a 
young girl, Shikha, whom he watches as 
she tries to mend the torn wings of a but- 
terfly. Fatally injured during a political 
demonstration, his last thoughts are of 
Shikha and his love for her. 

As told by Sukhen, the narrative 
uses realistic streetside slang and de- 
scribes the burgeoning of adolescent 
sexuality. Although the noted Bengali 

»velist Budhadeva Bose (whose Raat 
vhore Bristi had also come in for legal 
censure) and the literature professor 
Naresh Guha defended the book in 
court, the chief metropolitan magistrate 
upheld the charge and directed excision 
of over 50 pages of the book. The judg- 
ment stressed that in determining whe- 
ther or not the work was obscene, “ex- 
pert knowledge” was irrelevant and 
Bose and his publisher were fined, 
though nominally. The case went up to 
the High Court, which upheld the judg- 
ment. 

In 1973 an appeal was made to the 
Supreme Court, which finally pro- 
nounced its verdict on 24 September 
this year. The most significant aspect of 
the judgment made by the two-member 
bench is that it seeks to eliminate the 
“subjective element” in such cases and 
affirms the need to refer to the opinion 
of recognised writers and other authori- 
ties on the subject. 
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Distinguishing between  vulgarity 
and obscenity, the judgment . con- 
cludes that Prajapati attempts to pro- 
vide an eye-opener to social evils and 
as such is more likely to shock than 
deprave. 

The book's eventual liberation from 
the chrysalis of prudery has been widely 
welcomed as a progressive step. The 
first book in India to incur official dis- 
pleasure on grounds of obscenity was 
Vladimir Nabokov's Lolita whose re- 
lease in the country was proscribed in 
1959, despite the spirited defence put up 


‘ : wt wem 
mph for literature. 


by several reputable writers and jour- 
nalists. The ban was finally lifted after 
the then vice-president, Dr Radhak- 
rishnan, interceded with prime minister 
Jawaharlal Nehru. 

The watershed case in the obsceni- 
ty law in India was the 1965 Udesh 
vs the state of Maharashtra and con- 
cerned a Bombay bookseller who was 
arrested and brought to trial for sell- 
ing D. H. Lawrence's Lady Chatterley 's 
Lover. 





[ome depositions by eminent liter- 
ary personalities such as Mulk Raj 
Anand, the case was decided against the 
accused. In that year a five-member 
bench of the Supreme Court, presided 
over by the chief justice, Gajendragad- 
kar, unanimously upheld the earlier 
verdicts, summing up that “in treating 


with sef, the inwpogned portions . ... 
pass the permissible limits judged from 
our community standards and as there is 
no social gain to us which can be said to 
preponderate, we must hold the book to 
satisfy the tests of obscenity." 

The “tests” were substantially based 
on the Hicklin case, concerning a pam- 
phlet, The Confession Unmasked, pub- 
lished in England in 1868 describing 
how priests were aroused on hearing 
women's confessions. 

Prescribing a “test of obscenity" the 
judge observed it was necessary ^to 


discover whether the matter charged. . . 


is to deprave and corrupt those whose 
minds are open to such moral influences 
and into whose hands such a publication 
may fall . . . whether it is quite certain 
that it would suggest to the minds of 
the young of either sex, or even to per- 
sons of more advanced years, thoughts 
of a most impure and libidinous charac- 
ter." 

The so-called “Hicklin test” became 
a touchstone for obscenity in the US as 
well as England and its former colonies. 
Following the Udesh case, a number of 
books, foreign and local, were pros- 
cribed in India, including Henry Mil- 
lers Tropic of Cancer and Tropic of 
Capricorn. 

The censor’s net, however, seemed 
to have intriguing loopholes. Despite 
having won its author the prestigious 
Sahitya Academy Award, Narinderpal 
Singh’s Punjabi novel Ba Mulahiza 
Hashiar was later banned — though re- 
portedly it is still locally available in the 
English translation. 

Print censorship in India provides 
many such anomalies. It has often been 
pointed out that proscription of the sex- 
ually emphatic in the name of protecting 
“community mores” seems strange in a 
society that can lay claim to the 
Kamasutra and other classics of erotica. 
The argument that in Hindu symbolism 
physical love is often an analogy for di- 
vine communion does not alter the fact 
that in many instances the depiction is 
unambiguously earthy. 

This tradition of sensuality, how- 
ever, seems to have provoked a sharp 
reaction of prudery, perhaps as a result 
of the assimilation of Victorian conven- 
tions. 

In an interview after the Supreme 
Court verdict Samaresh Bose recalled 
how those with “diametrically opposed 
views — congressmen, as well as the 
communists — were all on the same 
platform attacking me. It was quite a re- 
velation really, and I emerged with the 
impression that on certain issues like 
that of Prajapati they can join hands. 
What is that invisible bond?” The au- 
thor’s implication is that the answer in- 
volves issues of which alleged obscenity, 
and the reaction to it, are only the 
symptoms. " 












j| 
RA 
, “ILM 


gv 


E British cinema comes to 
life at the launderette 


By Dick Wilson in London 


™ ritain’s staid Pakistani community 
= — some 300,000 strong and one of 
the largest products of the country’s 
Et. Eos war immigration — has suddenly 
. found a star in its midst, but is not quite 
Eur what to make of him. 
Hanif Kureishi, a pensive playwright 
“of 29, has just jumped into the hearts of 
L ondoners with his new film. "Only a 
week after pronouncing that British 
| cinema s last hours seemed near, 
rote the Financial Times critic, “I am 
happy to report that there is a sign of 
life. It is called My Beautiful Laun- 
 drette." Edinburgh Festival and Rimini 
a Festival cinegoers were delighted 
it 
I. i “A gay love affair between a young 
. Pakistani and a white Londoner that 
| transcends race, class, upbringing and 
social chaos,” the Sunday Times de- 
J scribed it — adding that it was like re-ar- 
S ranging the ending of E. M. Forster's 
Passage to India to show Fielding and 
Pri in bed together. 

—. Such homosexual affairs are still so- 
. cially censured in England, but the critic 
. of The Times found this one “not an im- 

. posed element, but integral to all the 
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_INTERVIEW/HANIF KUREISHI 


I 


rest and faultlessly handled . . . without 
emphasis or drama, as something . . 
natural and sweetly erotic." 

Omar, the Pakistani boy in the film, 
is given his own launderette to run by his 
wealthy uncle. He enlists the help of a 
white schoolfriend who had meanwhile 
become involved with the National 
Front, and they fall in love. 

The climax is where the two boys 
make love in the inner office of the laun- 
derette, while through the one-way glass 
we can see the uncle dancing with his 
English girlfriend, the four characters 
moving in a rich visual counterpoint. 

The film is a perceptive comment, 
not only on the Pakistani community 
and its problems, but also on the latest 
trends in London society at large. 
Kureishi looks like becoming the best 
English-language aphorist since that 
other immigrant, Oscar Wilde. 

The uncle in the film explains at one 
point: “I am a professional business- 
man, not a professional Pakistani." And 
Kureishi has warned the British that 
they will "have to learn that being Bri- 
tish isn't what it was." That is his way of 
saying, with a clarity and moral authen- 


[> islodging stereotypes 
í of racial conservatism 


A L anif Kureishi, writer of the script for 
| Ethe film My Beautiful Laundrette, 
was interviewed for the REVIEW by Dick 

Wilson in London. 


ES Your father is Pakistani, your mother 
nglish and you were born in London. 
a4 É je you learn about Pakistan from your 
| father? 

| . Nọ, not very much. My father 
| wouldn't teach me Urdu because my 
| mother s English, and he felt that him 
| jabbering away in Urdu would be silly in 
| a house where nobody could under- 
| stand what he was saying. He wanted 

! | meto be brought up as entirely English. 


E 


d “How real is Pakistan to you, in your 
| mind? 


; 

| | I’m very close to my family in Pakis- 

$ | tan. Whenever I go there, I love their 
si 


| company and enjoy being in Pakistan. 
. There are a number of political objec- 
tions I have to the country and a number 
i of differences between Pakistan and 










England which shock me in various 
ways but, on the whole, I do love being 
there and I feel at home there. 


How many times have you been there? 

l've been twice, once two years ago, 
and the second time last year. I wrote 
My Beautiful Laundrette in Pakistan, 
actually. My connection with the place 
is personal, it's to do with my affection 
for the people there and the enjoy- 
ment I always have when I am there, 
for example the number of dinner 
parties I attend, going to the beach, 
the political discussions, my love for my 
family. 


Laundrette upset some of the Pakistani 
community in England? 

Oh, I think some of that is exagger- 
ated. I do think that people have a 
rather stereotyped view of the conser- 
vatism of the Asian community. There's 
much less of that than is actually as- 
sumed by white people who think that 


ae Rie re pak eee cr 
mie yn ot heard before, 


ci-Tésidét t Britons had ibett 


T p dag ie - 
| op to their country’s multi-racial charac- 
ter or else fade out from the world 
scene. 

The British nostalgia for the Raj, 
with The Jewel in the Crown and The Far 

Pavilions (Kureishi calls them “East- 


erns,” since they provide the British 
with their own substitutes for cowboys 
and Indians), is deflated in an unforget- 
table sentence: “With Lord Mountbat- 
ten as Gary Cooper, Lady Mountbatten 
as Marlene Dietrich and Gandhi as 
Chief Sitting Bull, [the British film in- 
dustry} has discovered at last a period 
when our land was truly stable and glori- 
ous, and it enacts this slightly guilty 
superiority in imperial fantasies, like a 
pensioner recalling an adolescent sexual 
triumph.” 

In this Kureishi owes much to his 
mentor Salman Rushdie, whose Mid- 
night's Children and Shame rank as the 





Kureishi: worried about racism. 


Asian people are terribly backward in 
these things and white people are terri- 
bly progressive. Obviously, these are 
both false stereotypes. 

Some of my fathers Pakistani 
friends who saw the film have told him it 
was about time somebody did some- 
thing serious and sensible about the so- 
called Asian community. The only peo- 
ple who objected have been various 
aunts of mine who've been terribly 
shocked by the fact that two boys are 
very tenderly in love in the film. For 
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_best British portrayals in fiction of India 

and Pakistan respectively in all their 
rich dimensions. 

“Salman,” Kureishi told the REVIEW, 
"is not only a great and original writer, 
he's also a great man, a very supportive 
man. My friends and I have all looked 
up to him and his example. His success 
in Britain, his integrity, his outspoken- 
ness and his honesty have helped us in 
our struggles in England." 

The Pakistanis are emerging in other 
areas of British life. Mohammed A jeeb 
is Britain's first Pakistani mayor (of 
Bradford), Mehmuda and Rehana Jafa- 
rey are tennis stars and Tariq Ali is a 
radical activist who has graduated to 
writing in The Guardian. Waris Hussein 
is an admired film director, and home- 
opathic healers like Salim Khan of Lei- 
cester are making the medical profes- 
sion take the pharmacological traditions 
of the Subcontinent seriously. 


M any British Pakistanis are active in 
business, but since Mahmoud Sipra 

vho used. to run the community's 
organ, Asian Post) fled the country with 
debts of US$27 million, the others pre- 
fer not to speak. Small traders, many 
from Uganda, are making money in 
every British town. 

Rashid Siddiqui, president of the 
UK Islamic Mission, leads a campaign 
for separate Muslim education: Islam is 
not just another subject for the cur- 
riculum, he argues, but a way of life that 
must permeate all school activity. There 
is à possibility that the London borough 


some reason that upsets them, and I can 
only imagine it's because they're rather 
narrow-minded. ) 

I'm not a so-called ethnic writer, l'm 
a British writer writing about race, writ- 
ing about politics in the 1980s and writ- 
ing about the way people love each 
other in the '80s. 


» you think Asian civilisation is con- 
.~fging with European civilisation or 
are they on different tracks? 

What's interesting about England 
and Pakistan is that they are intricately 
bound-up with each other. There are 
many Pakistanis in Britain and the influ- 
ences of Britain on Pakistan are obvi- 
ous. Everywhere one goes in Pakistan, 
one sees England, and often there are 
many places in England where one sees 
Pakistan. 


Your new book The Rainbow Sign (to 
be published in January) is a portrayal 
of the racial story in Britain over the 
past 20 years? 

Yes, but it’s more personal than that, 
really, it's about what it was like to be 
young in the 1960s and hear Enoch Pow- 
ell's speeches, for example, the kind-of 
effect it had on me, and then my interest 
in things like the black Muslims and 
Islam. And then my trip to an Islamic 
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of Brent, conceding to such arguments, 
may soon launch Britain's first state- 
aided Muslim school. 

But the old-fashioned fundamen- 
talism of so many Pakistani leaders in 
Britain, openly spurned by Kureishi, is 
note popular with the young. Manouf 
Ishaq's double suicide with her Sikh 
sweetheart in a smoke-filled Winch- 
more Hill garage last summer showed 
the mood of many youngsters — and 
parents' resorting to kidnapping to pre- 
vent their offspring marrying non-Mus- 
lims only advertises their incongruity in 
English society. 





It is awkward, perhaps, that Pakis- 
tanis do not make willing partners of the 
Afro-Caribbedns in Britain, despite the 
media’? casual lumping of them all to- 
gether as “blacks.” Surveys show that 
Pakistanis see West Indians as the least 
desirable neighbours or employees to 
have. Kureishi’s feat is to have soared 
above these splintered minority com- 
munities, these divisive identities, to 
claim his right to speak to, for and about 
all the Britons in their varied hues and 
motley histories. He can see a future 
Britain in which the adjective “multi-ra- 
cial” will no longer be needed. Oo 
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Scene from My Beautiful Laundrette: 





country and what it was like for me to go 
to Pakistan after having thought or 
heard about it through my father and 
uncles for so many years. 


Did you experience racial prejudice at 
school in London? 

Yes, and violence. Yes, absolutely. 
When I was 14 or 15, a number of mv 
white friends rather like the character of 
Johnny in My Beautiful Laundrette 
joined racist organisations and that was 
terribly shocking and upsetting for me 
and led to me breaking off with a 
number of people, and also led to the 
central relationship in the film. 


What next? 

I'm writing another film at the mo- 
ment, called Sammy and Rosie, about 
sexual politics. It's about what it's like 
for men and women to have a romance 
in the '80s, as opposed to what it would 
be for a man and woman to have a ro- 
mance in the 50s, and the way the as- 
sumptions of men about women have 
changed. The way that women look at 
themselves is quite different and the 
way that men look at themselves is also 
different. And the difficulties with ro- 
mance, the problems of freedom and 
commitment in an age of so-called 
promiscuity and an age of moral vertigo 


percepti ve comment on British society. 
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where conventions aren't as strong as 
they used to be, where people have to 
invent their own place and reality. 


Are you pessimistic about the future? 

I'm very worried about the amount | 
of racism that there is in Britain. Fm | 
very worried about the way the British 
haven't been able to confront their own 
racism. I think it's a slur on the whole 
society. I think the whole society is de- 
valued by the humiliations that black 
people suffer every day in Britain and it 
shows the depth of the crisis in Britain, 
[and] the fact that British people have 
no understanding of their own racism. 
of how cruel it is. Society's becoming 
more violent, more divided. 


Why are the English so insensitive on 
race? Is it a kind of provincialism? 

It is provincialism, it is insularity, it's 
fear, it's the fact that for so many vears 
Britain has been racially pure, I sup- 
pose. I think it's partly to do with the de- 
cline of Britain since the war, the depres- 
sion, the unhappiness, the wretched 
state of the country. When countries 
like Germany and Japan were flourish- 
ing, Britain was sinking deeper and 
deeper into decline. I think people have 
tended to think of Asians as scapegoats 
for their own failure. Oo 
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MS acism begins with a grain of truth. 
A In reflecting on the movie Year of 
Dragon we must remember the mas- 
es at the Wah Mee clubhouse in 


nt in San Francisco and even the sen- 
tional stabbing of M. B. Lee, aformer 
dent of the New York Chinese 

lidated Benevolent Association 


















































ces of uncontrollable youth 
Ihe movie asserts however that 
gs are simply foot soldiers for or- 
"crime syndicates involved in 
gal activities as drug trafficking, 
.and murder. Whether this is 
not, I have no evidence, and 1 
lefer to the court's handling of the 
X) million libel suit filed by the 
v against the filmmakers to deter- 
whether societies such as these 
cipate in such alleged activities. 
Secret. societies have existed in 
hina for centuries, if not the 1,000 
years asserted in the movie, perhaps be- 
inning with such groups as the White 
otus Society which resisted Mongol 
e during the 13th and 14th centuries. 
Some have been political in purpose like 
-revolutionary groups founded by 
Yat-sen in Hawai before the turn 
he century. Others are recognised as 
minal organisations, such as Tu 
eh-Sheng's notorious Green Gang of 
1930s in Shanghai and the 14-K 


ed in similar activities would there- 
e not be surprising; the myth of 
inese Americans as a model minority 
merely that, a myth. 
/e must get beyond the stereotype 
it all Chinese Americans are obedient 
law-abiding. that they are so much 
success story that they can take care 
themselves. Yet admitting that dirty 
ndry does exist does not then mean 
at all Chinese Americans are part of a 
minal conspiracy. Like all other com- 
ties our Chinatowns are composed 
oth good people and bad. 


irports to tell the truth, or at least pre- 
nt a plausible story, about criminal ac- 
ities in our Chinatown communities? 


ype Chinese Americans are miffed 
1 exposé about something they 





attle and the Golden Dragon restau- - 


“Why then has Year of the Dragon 
nerated so much criticism when it. 


jt just because middle class, subur- 


djust your clocks, - dtu 
cism has arrived — | 
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would rather sweep under the carpet? 
Perhaps, but the difference between a 
characterisation that rings true and a 
stereotype has to do with the degree of 
depth of the people portrayed. 


Cardboard or comic book heroes (or vil- - 


lains) are presented with one or two fea- 
tures which stand out. so much that they 
appear exaggerated. The intent ts gen- 








erally to use such characters as foils; 
they are not ends in and of themselves, 
but are means to other ends — in other 


words their .characterisations | are 
exploited. SUME 


When applied to a specific racial or 
ethnic group. in a negative way such. 


stereotypes are racist. The Hollywood 
Western is a film genre that has continu-. 
ally stereotyped the American Indian as 


a savage. With respect tó our race, we. 
cardboard exam- 











have also seen. 


| € Year of the Dragon 
| . champions the rugged 
individualist over collective 
. organisations which are 
considered corrupt. Implicit is 
that no matter what the odds 
the hero will prevail. for right 
does make might. 


antt t aei Mi 





ples: the sinister Fu Manchu, the effete 
Charlie Chan, Suzie Wong, the whore 
with a heart of gold, the various exotic 
females portrayed by actress Anna May 
Wong, and in the war movies the loyal 
Chinese willing to sacrifice their lives on 
the side of America, often poignantly 
dying in the arms of a Steve McQueen 
(as in Sand Pebbles). Never do we get a 
view from the inside of these characters 
or the community from which they pur- 
portedly come. 

Year of the Dragon sadly follows in 
the same racist tradition, with 
Chinatown and its people offered as 
foils for one more American macho fan- 
tasy. It is sad because obviously the 
filmmakers tried to be sensitive to 
Chinese American history as evidenced 
by the list of historical and sociological 
facts that are cited in the movie. And yet 
despite all of this rhetoric, the actions of 
the principal Chinese American charac- 
ters in this movie betray their debt more 















Wing Tek Lum, a Honolulu busi- 
nessman and poet, worked with a 
New York Chinatown community 

organisation for four years. 
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to their Hollywood antecedents and less... 
to real-life people who inhabit our 
Chinatowns today. | Pe OE 

The most glaring example of this” 
Hollywoodisation of Chinese Ameri- 
cans is the character Tracy Tzu. In the 
movie much is made of her professional 
competence as a TV news reporter, 
especially in the scenes of her rushing 
about with her cameramen in tow, wax- 
ing poetic in her stand-ups. And yet her 
hustle and erudition are so exaggerated 
that we dismiss much of this aspect of 
her as ludicrous. The same is true for 
her apartment setting which for all its 
super-sophisticated urbaneness (its 
stark whiteness echoing Tracy's striking 
complexion) actually distances the audi- 
ence from her character; she becomes 
less one of us (“from the North” as one 
Chinese American character notes) and 
more a poor little rich girl whom we may |. 
pity but neverempathise with, = 0 oes 

We learn early on in the movie tha 
Tracy's women's lib image is, anyway, “| 
just for show, for her primary function is. 
to serve as a love interest for the movie's | 
hero, Stanley White, the new police 
to-one relationship between the 
set up to humanise Stanley's entry ( 
intended) into this enclave of exoticism. 
And yet what is actually revealed about 
Tracy in this relationship is her subservi- 
ence. She submits to Stanley's seduc- 
tion/rape on their first "date" just after 
Stanley comes on to her in a blatantly 
offensive racist and sexist manner (as 
critics have pointed out Stanley flirts 
with her in Vietnamese treating her like 
a Saigon prostitute). | 













T racy reinforces the macho American 
fantasy of the China Doll who will 
submit at the first drop of the white 
man's pants. That she has white men on 
her mind is evidenced by her totally out 
rageous, out of the blue remark abou 
Stanley wondering whether her boy- - 
friend is white. In contrast, when Tracy — 
is raped later on by *t Chinese 
boys" she does not enjoy it (itisas if the: 
filmmakers wanted to provide justifica- 






| tion for her sexual preferences by delib-: 


erately demonstrating that Chinese 
American men and women cannot 
create a positive relationship). Tracy in 
sum becomes a yuppie sister to Suzie 
Wong, related more to Hollywood's il- 
lusions of what Chinese American 
women should be and less to who they 
really are. | 
Another “good” Chinese American, 
in a smaller role, is Herbert Kwong, the 
newly recruited undercover cop. Her- 
bert is initially presented as physically 
inept, being unable to shoot or drive 
straight. This silliness is obviously a de- 
vice for comic relief, but it is reminis- 
cent of the antics of Charlie Chan’s No. - 
1 Son: we cannot help but wince at such 




















An opportunity to move into a building so advanced that it will serve 
all vour requirements for modern office space well into the future. 


Everything about the 20 storey AMERICAN INTERNATIONAL TOWER 
is designed to provide tenants with as many of the advantages of modern 
technology as possible. Its unique COMPUTER OPERATED 
CENTRALISED BUILDING MANAGEMENT AND AUTOMATION 
controls air-conditioning, power consumption and monitors the 
high-tech fire and security systems. 


The total office area of 15,000 sq. metres includes several floors 
available for rent, all provided with excellent facilities including, 
6 passenger elevators, a service lift, V.A.V. airconditioning system, 
acoustic tile ceiling, parabolic deflector lighting, sufficient telephone 
lines etc. There is also a dining room and canteen and enclosed parking 
for 485 vehicles. 
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“CONTROLLED COMMERCIAL BUILDING 


The AMERICAN INTERNATIONAL TOWER is centrally located at 
the junction of Surawongse Road and Dejo Road. It is owned and 
managed by the American International Assurance Company Ltd., 
who will themselves occupy over 5096 of the available office space. 
It is now structurally completed and is available for June 1986 occupancy. 


This is your opportunity to obtain a landmark address in the finest 
commercial building in Bangkok. 

For further information and rental details please contact: 

Ms. Kaewkiriya Buranakorn, Tel. 236-0096, 236-0098 
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. end, He 
elf to the ultimate limit, sac ing his 
in life in the process. While. some- 


Uncle Tom) Chinese dying in the arms 
f the white here is a stock Hollywood 
ene as mentioned before (akin to the 
dian bugler in Gunga Din and the lit- 
le Filipino in Back to Bataan). As à 
ontinuation of this racist tradition, we 
d his death mostly bathetic. 

. The characters that feel the closest to 
eal life in the movie are the elders of 
he crime syndicate — except not as 
ime syndicate elders. Their ordinari- 
we suspect is deliberate on the part 
e filmmakers to contrast the extra- 
ry nature of their activities. That 
of irony might be considered a very 
ic device, but it must still be recog- 
d as more fiction than fact. Chinese 
essmen, especially successful ones 
ese must be, may appear drab to 
ers, but they are in reality strong- 
and demonstrative in their wheel- 
and dealings with their peers. 

he movie also seems confused 
e relationship between the Hun 
Association — the organisation 
- elders belong to — and the office 
he unofficial mayor of Chinatown. 


n.San becomes mayor. In reality 
however the one the outside press has 
ditionally dubbed as mayor is the 
president (elected annually) of the 
BA, the umbrella group for the 
ny 
tions (like the fictional Hun San). 

Other Chinatown communities have 


having been established initially to 


ions. The movie's automatic appoint- 

ent of mayor creates the impression 
at Chinatown is a monolithic commu- 
ty, one which lacks a multiplicity of 

as and opinions and one which is con- 
lled by à select few. In Hollywood — 
] White America in general — many 
| it more convenient to view us this 
ay, but as we know, nothing could be 
rther from the truth. 





he Hun San elders also appear rather 
bland to contrast with the aggres- 
veness of their much younger leader, 
yey Tai. That someone so young could 
se to the top of such a conservative or- 
isation within a society where power 
es with the older generation seems 
ghly implausible (just as it seems im- 
lausible that they would allow him to 
tain a black bodyguard, albeit one 
o speaks Mandarin). There is also an 
fort to make Joey more complex (a 
ulti-dimensional Ming the Merciless) 
fleshing him out with good traits as 
1. He reminds Tracy about the 
latown societies funding for a chair 


i 


ght find it touching, the good, loyal . 


Year of the Dragon whoever leads I 


individual Chinatown associa- | E ! 
pement umbrella groups (the United § A 
Chinese Society in Hawaii), all of them f 


serve as peacemaking bodies for resolv- 2 
g conflicts between individual associa- B® 


education. To outsiders Joey i is persona; 


ble (as with Stanley's wife) and cool (as 


the TV interviews). To the mob he 
brings new blood and new ideas. 

And vet as the film progresses, we 
realise that Joey's personality is meant 
to fit a neat script as Stanley's mirror 
image in a Jekyll and Hyde drama — or 
more specifically a drama between a 
saintly rogue and a picaresque saint. 
Where Joey is charming. Stanley is 
crass. Joey is a family man and works in 


a tight organisation; Stanley is on the 
verge of a divorce, and a lone wolf. Joey 
| takes pride in the preservation of his 
ethnic minority, while Stanley believes 
| in assimilation into the larger society. 
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Although simplistic, it is a moral tale 
for none of us 
should condone the likes of murderers 
and extortionists. But being in favour of 
law and order does not then mean that 
we can approve of the attendant racism 
in this film. 


f it was a cops and robbers thriller de- 

picting believable gangster characters 
who are Chinese American we would 
have no problem with the film. But this 
is not the case here. This film wants to 
be viewed on its principal level as an 
epic of American immigration, one 
which happens to use a specific police 
story for its basic ae The movie's true 
drama is the melting-pot struggle be- 
tween those who have assimilated and 
those who have not — as symbolised by 
Stanley and Joey’s duel on the railroad 
bridge. 
The 
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Charlie Chan: comic stereotype. 


Lastly and most importantly, Joey is 
ruthless, cunning and committed to evil 
purposes. Stanley de pite his insensitive 
manner is straightforward and inspires 
fierce loyalty among his subordinates 
because of his dedication to his high 
moral principles. 

We are tipped off early on to this 
one-dimensional struggle between right 
and wrong in Joey and Stanley's first 
confrontation in the back room of 
Joey’s restaurant. While Joey offers him 
a subtle bribe, Stanley fiddles with the 
family photographs on Joey's desk. 
Shortly thereafter as Stanley exults that 
he will piss on Joey's grave, the latter 
loses his cool, and we are shown him 
fumbling as he tries to place the photo- 
graphs back in their original position. 
After that scene, the final, face-to-face 
duel on the railroad bridge is a foregone 
conclusion, and so is the victor. 

As with the Rambo series, Year of 
the Dragon champions the rugged indi- 
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nto the cynical 


| 

2 comments of the “uncles that crime has | 
j always existed in Chinese society, Stan- | 
i 
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Does the fact that. bribery, 


4 on for 1,000 years make it kosher? Weil, 
this is America, which is 200 vears old. 
‘So you'd better adjust your c locks." 


It is a disingenuous argument imply- 
ing very self- righteously that somehow 
this country has cornered the market on 


li sainthood. It suggests that through as- 
M similation crime decreases -— or at least 


MAE who changed his surname from Wys- 

B zynski, this is true; but to apply it as a 
BE blanketstatement for the whole country | 
MES is absurd — and racist. | 


| 
| 
| 
| 
is less tolerated. Perhaps for Stanley, | 
| 
| 


Being different does not mean that if. | 
one is right the other must perforce boc 
wrong — merely that the two are differ 
ent. But in Stanlev's eyes this difference: | 
is Chinatown's true sin. For some 130. | 
years Chinese Americans have created 
distinct communities apart from the rest 
of the country, and.such pluralism runs 
counter to the accepted melting pot 
ideal. Stanley's crusade in C hinatown is 
an adjusting of its clocks, a forcing of as- 
similation or conformity, to establish 
the supremacy of White America's 
rules. There is a cancer he says that one 
can see if one lifts the veil of yellow in- 
scrutability. 

If Chinese Americans will not save 
Chinatown from itself, he will. H is re- 
miniscent of the American soldier who 
reported that the Vietnamese town was 
destroyed in order to save it. Such de- 
struction — be it of the type we see with 
Tracy, or literally with Herbert and 
Joey — is too high a price to pay, and we 
must look elsewhere, within our own 
Chinatowns, for our true salvation. 
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Nobody knows more about steam 
generating systems than Babcock 
& Wilcox. That was true in 1867, 
and it's still true today. 

When Stephen Wilcox and George 
Babcock introduced and perfected 
their ingenious water tube boiler in the 
U.S.A. over a century ago, they laid the 
groundwork for a tradition of innovative 
leadership in steam generation which 
is today meeting the needs of utilities 
and industries all over the world. 

The full range of Babcock & Wilcox 
international support covers everything 
from design to construction and startup 
of complete turnkey industrial and 
utility boiler islands. We supply every- 


thing from boiler controls and cleaning 
systems . . . to training programs for 
your operators. 

We have highly skilled field and 
home-office engineering specialists 
ready to work closely with you to plan 
and implement efficient, cost-saving 
plant improvement projects—from 
simple upgrades to complete boiler 
rebuilds. Total scope service also 
includes quality Babcock & Wilcox 
replacement parts for your operating 
equipment. 

For over acentury, Babcock & Wilcox 
has been the technology leader in 
steam generation in the United States 
and worldwide. Let us share our know- 
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ledge and total scope resources with 
you. 

Contact the Manager, International 
Sales, Babcock & Wilcox Canad; 
581 Coronation Blvd., Cambridg 
Ontario N1R 5V3. TLX 069-59341. C 
Babcock & Wilcox International. In: 
20 S. Van Buren Ave., Barberton. Ohic 
USA 44203. TLX 98-6406. Babcock & 
Wilcox, a McDermott Internationa 
company. 





Where the world comes 
~ for energy solutions. 
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This January, February and March, First Class passengers on our nonstop flights from Tokyo to Singapore will enjoy a menu includin 
Kani no Suimono (crab soup), Ise Ebi Salad (lobster salad) and Nadaman Managatsuo Yakimono (grilled pomfret), prepared to recipe 
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ONLY TWO PLACES IN 
THE WORLD SERVE 
NADAMAN MANAGATSUO YAKIMONO. 





A 
eated exclusively for Singapore Airlines by Nadaman of Tokyo. Accompanied, as always, by such plea¥ant diversions as Dom » 
. , M. = á . ‘ ; 1 
erignon, Malossol Caviar and Hennessy X.O., served by our gentle hostesses in their sarong kebayas. SINGAPORE AIRLINES 


NADAMAN, — AND 
ONE OF THE FINEST RESTAURANTS SINGAPORE AIRLINES 
IN TOKYO. FIRST CLASS. 








The People's Republic of 
China Year-Book 1985 


— ju:t Published’ 








All the information on China you'll ever need in a single volume . . . 


Circulation Manager, Far Eastern Economic Review, G.P.O. Box 160, Hong Kong. 


Send to: 


Please send 4... copy(s) of The People's Republic of China Year-Book 1985 for which I enclose 
US$84.95 per copy. For surface mail delivery add US$10, for airmail delivery add US$25. 

Name: 

Address: 

Type of Business: 

Title: 





Hard Cover 780 pages 


The People's Republic of China Year-Book 1985 is without 
doubt the single most complete reference work ever 
produced about China. Its contents range from the land 
and its people to business, economics, finance, culture, 
education, politics, science and technology and countless 
other subjects. 


What is it? 

The result of thousands of man-hours, the People's 
Republic of China Year-Book 1985 was written and edited 
by The New China News Ltd., a group of dedicated 
professionals who know China intimately. The result is a 
book of unmatched breadth and depth. 


Who needs it? 

Completely indexed, the People's Republic of China 
Year-Book 1985 places thousands of facts and bits of 
information at your immediate disposal. The book is 
essential to businessmen, financiers, students, professors 
and virtually anyone with a need to know or a keen interest 
in China of today. Liberal use of charts, maps, tables and 
colour photos makes the book enjoyable as well as 
informative reading. 

How to get it? 

Order your copy(s) now by simply completing the coupon 
below and returning it together with the indicated payment 
of US$84.95 (or the equivalent in local currency) to the 
indicated address. 


Clip and mail this coupon today! Send to: 


You may forward payment in equivalent local currency. 
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Thailand decides on a controversial development plan 


On the eastern front 


By Paisal Sricharatchanya in Bangkok 


AU months of public debate and a 
45-day review, the Thai Govern- 
ment has finally given the green light for 
the controversial Eastern Seaboard 
development programme — which en- 
visages heavy gas-based industries and 
related infrastructure on the eastern 
seacoast (where offshore natural-gas is 
piped ashore). The infrastructure pro- 
Jects alone are estimated to cost some 
USS$1 billion during the next few years. 

The go-ahead was given despite 
strong opposition from conservative 
government economists and academics 
— plus the World Bank — all of whom 
felt the high-cost, capital-intensive pro- 
gramme would unduly increase the 
country's foreign debt while giving only 
low socio-economic returns. But 
growth-conscious politicians — particu- 
larly ministers from the Social Action 
and Democrat parties, the two key coal- 
ition partners — won the day. 

The cabinet decision on 24 De- 
cember involves an industrial deep-sea 
port at Mab Ta Pud in Rayong province 
(centre of the development plans, 
where a gas-separation plant is already 
in operation) and a commercial port at 
Laem Chabang in nearby Chon Buri 
province. These are the two key infra- 
structure items: there will also be two 
main industrial projects — a fertiliser 
plant and a petrochemical complex at 
Mab Ta Pud. But as non-partisan Indus- 
try Minister Chirayu Issarangkun Na 
Ayuthya put it, caution will continue to 
be exercised to ensure the projects' eco- 
omic viability. 

However, the fate of at least the fer- 
tiliser project is far from definite. For 
more than half a year, since it signed let- 
ters of intent with two consortia of 
foreign contractors in mid-1985, the Na- 
tional Fertiliser Corp. (NFC, a public- 
private joint venture) has been plagued 
with financing and equity problems. 

A complicated funding problem was 
resolved after the Industrial Finance 
Corp. of Thailand (a development 
bank) stepped in to act as recipient of a 
US$85 million Japanese concessionary 
loan which would be re-lent to NFC. 
But the corporation has yet to convince 
an assortment of hesitant private-sector 
investors to put up more money in rais- 
ing its registered capital from Baht 200 
million (US$7.7 million) to Baht 2.25 
billion. So far, the NFC has twice de- 
layed signing the actual contracts, and 
the third deadline on 6 January is likely 
to be missed in view of the unresolved 
equity problems. 
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The decision to go ahead with the 
overall programme came as something 
of a surprise, in light of recommenda- 
tions by the review committee — a 
three-man body headed by Minister in 
Charge of Petroleum Affairs Sulee 
Mahasanthana (a trusted aide of Prime 
Minister Prem Tinsulanond) — that the 


‘two ports and related structures, should 


be postponed. It also appears to run 
counter to a public statement by Prem in 
late September that capital-intensive 
projects with high import contents and 
yielding slow returns should either be 
put off or scaled down. 


- ut looking back over a longer period, 
the decision is just a reaffirmation 
of an officially declared priority policy 
launched at the start of the current five- 
year plan in 1982. 

The government has set a US$1 bil- 
lion external-debt ceiling for fiscal 1986 
(which began in October). The review 
committee had reportedly recom- 
mended that the Eastern Seaboard 
infrastructure components — earlier 
committed under this ceiling — be put 
off. Targeted to be funded by Japan’s 
Overseas Economic Cooperation Fund 
and totalling ¥35.8 billion (US$176.8 
million), these items include the two 


mer ry s 


T nire — 
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ports, two adjacent industrial es- 
tates and a water pipeline. 

The most common argument 
advanced by those in favour of 
going ahead.with the programme 
rested on the potential damage to 
Thailand's credibility in the eyes of 
foreign investors and funding gov- 
ernments if the plan were delayed 
or scrapped. 

Much of the funding, for the 
two ports in particular, has been 
committed. A yen loan signed in 
1984 was to finance (though it had 
yet to be drawn down) the ports' 
first-phase construction (34.5 bil- 
lion for Laem Chabang and ¥5.6 
billion for Mab Ta Pud). Another 
yen loan, committed in late Sep- 
tember. to coincide with the new 
Thai fiscal year, set aside ** 12.28 
billion and ¥16 billion, respec- 
tively, for their second-phase con- 
struction. 

The low-bid costs are another 


of the fertiliser complex would be 
US$251 million under the bids, or 
about half of the originally pro- 
jected median price, while the pet- 
rochemical complex is likely to be 
some 37% cheaper than what was esti- 
mated. Bids for the Mab Ta Pud port 
were suspended as a result of the review 
process, while the Laem Chabang port 
only got to the pre-qualification stage. 

Aside from using the indigenous na- 
tural gas as industrial feedstock, the en- 
tire programme was also conceived as a 
decentralisation plan to relieve the in- 
dustrial, shipping and population con- 
gestion in Bangkok. 

Opponents of the scheme — includ- 
ing Prem's economic adviser Virabongs 
Ramangura and a wide range of govern- 
ment and private economists — have 
questioned the wisdom of saddling the 
country with additional heavy borrow- 
ings at a time when the external-debt 
burden has soared to a level they con- 
sider dangerously high. 

According to the central bank, long- 
term debt (which it defines as exceedin 
one year) currently stands at US$12. 
billion, which translates into a 21.8% 
debt-service ratio. The ratio becomes 
27.4% if short-term debt is added (mak- 
ing a US$15.5 billion total). Somewhat 
more optimistic than the gloomy fore- 
cast by Thailand Development Re- 
search Institute (TDRI) (REVIEW, 26 
Dec. '84), senior central bankers who 
use a different set of assumptions do not 





factor. For instance. the total cost: 
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lopment Board (NESDB, the 
rn Seaboard programme's main 
ct) in early November, shortly 
re the review committee was set up, 
World Bank recommended that the. 
yorts should be dropped from the 
90 programme, while existing ca- 
y at Sattahip — a sprawling naval 
se in Chon Buri province be used in- 
ad. 

An advance draft of a section dealing 






me part of a larger economic report 
Thailand, the World Bank document 
ioned reservations about the pro- 
amme as a whole. These ranged from 
w rate of return (projected at 9.7%, 
below the 12% cut-off point). heavy 
al and financing requirements (that 


po 





ion impacts. | 


the bank recognised the economic 
m) justification of the fertiliser and 
rochemical projects, as shown by in- 

ent analyses conducted earlier by 


orld Bank's investment arm). 
‘Jt was no surprise that the document 
yompted a strong rebuff from the 
ESDB's Eastern Seaboard office, 
which accused the bank of trying to dis- 
edit decisions already made by the 
Thai Government — and said its assess- 
ment was based on "certain critical mis- 
conceptions and factual errors." In sub- 
sequent documents clearly designed to 
prevent the programme from being 
axed, the office contended that the 
average return on investments in the 
ab Ta Pud area would be 15.6% and 
hat the two industrial projects would 
ventually save foreign exchange... , 
The World Bank mission here has, 
understandably, kept quiet in the after- 
ath of the fallout. But sources familiar 
its thinking told the REVIEW it just 
d not ignore the Eastern Seaboard 
gramme in preparing the.broader 
nomicreport. — — 
In contrast to what the World Bank 
s saying, former Japanese foreign 
nister Saburo Okita (who attended 
TDRI conference here in mid-De- 
nber) and outgoing Japanese ambas- 
lor Masatada Tachibana were quoted 
the local press as favouring the pro- 
me’s continuance. As one Japan- 
> official told the REVIEW: “Thailand 
ihe 
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| the Eastern Seaboard that is to be- 
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tentially crowd out other in- 
plus limited employment 


he International Finance Corp. (the 


c for its longer-term deve- - 
| port, with only. 
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ore jobs, more food and fewer new 
mouths to feed are the three main 

goals of Bangladesh's third five-year 
plan, announced in late December. The 
Taka 386 billion (US$12.7 billion) pro- 
gramme, which runs to 30 June 1 990. 
| went into effect at the start of the cur- 
rent fiscal year (1 July 1985). Besides in- 


employment, the plan aims to achieve 
long-term structural change with uni- 
versal primary education and develop- 
| ment of the nation’s technological base. 
Among the plan's chief overall 
targets are: | 
» Reducing the rate of population 
growth to 1.8% from the current 2.4%. 
» Increasing foodgrain production to 
20.7 million tons by the terminal vear 
from 15.8 million in fiscal 1984-85, to 
| 
| 
i 


become self-sufficient in food (defined. 


as enough to ensure 16 oz a day for each 
person and a security reserve of 1.5 m il- 
lion tons in 1989-90). 
» Pushing GDP growth to 5.4% a year 
(the same target set in the second plan, 
though actual average growth was only 
3.8% a year), while raising GDP from 
Taka 165.38 billion to Taka 200.52 bil- 
lion in 1984-85 prices. 

. The plan continues to put greater 
emphasis on the private sector: of the 


| Bangladesh's five-year plan takes aim at widespread poverty 
| 


total Taka 386 billion allocated for the 

five years, Taka 136 billion has been. 
earmarked for the private sector. This is 
approximately double the proportions 
during most earlier plans. 

Dependence on foreign aid to fi- 
nance the third plan remains heavy at 
54.5% of the total, but is considerably 
less than during the second plan 
(67.8%). The plan's major weakness ts 
the country's. dependence on the vag- 
aries of the weather — which can make 
or break growth projections, particu- 
larly in the agricultural sector, the 
mainstay of the economy. TM. 

The dependence on foreign. 
more pronounced in the public se 
Of a total public-sector allocation 
Taka 250 billion, Taka 190 billion is 
expected to be financed from forei; 
aid. In the private sector, only 14. 
be financed by aid during the. 

| 
| 
| 








One of the programme's main 
the alleviation ^d ds 
heavily on creating more jobs. Since in: 
dependence; employment growth has 
failed to keep pace with the growing 
labour force. Low investment, induced 
technological aberrations and earlier 
decisions in favour of capital-intensive 













Going by the rules 


India rationalises its tax and revenue systems 
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By Mohan Ram in New Delhi 
| Mit has announced a long-term fiscal 
policy which seeks to provide a stable 
fiscal environment for growth over the 
next five years. The policy secks to give 
direction and coherence to the annual 


budgets for the years of the 1985-90 - 


| Seventh Plan (which itself proposes an 
outlay of Rs 1.8 trillion [US$148.1 bil- 
lion] to achieve a 5% annual growth 
rate). | ] 
As a proportion of gross domestic 
product, the seventh-plan outlay 
amounts to 10.1%. Of this, net capital 
flows from abroad will account for 1.4 
points, domestic borrowings 5.1 points, 
and public savings 3.6 points. (Public 
savings are defined as extra-budgetary 
savings of public-sector enterprises and 
the balance of current revenues.) _ 
^ Against a meagre 0.7% of GDP dur- 


| ing the sixth plan, the balance of current 
revenues is expected to be in deficit by 


an amount equal to 0.4% of GDP in 



























undertakings is limited, there will have. 
to be a turnaround in the balance of cur- 
rent revenues to 0.2% in the last year of 
the seventh plan (1989-90). 

Non-plan spending (of which de- 
fence, interest payments, and subsidies 
on food and fertilisers account for 7076) 
has to be contained at 11.9% of GDP in 
1989-90, against 11.1% in 1985-86. At 
the same time, total revenue receipts 
would have to be raised from 10.8% of 
GDP in 1985-86 to 12.1% in 1989-90. 

This is the context.of the long-term 
fiscal policy, which aims at a gradual re- 
form of the tax structure to make it 
| more elastic. A key feature of the struc- 
ture is the declining share of direct taxes 
to total tax revenue. It averaged 27.2% 
during 1970-75, against 22.6% for 1980- 
| 85. The long-term fiscal policy aims at 
reversing this trend. Unlike indirect 
taxes, direct-tax. revenue has lacked 
buoyancy despit ie 





















tial increase in savings by public-secto) 


technology are some of the causes of the 
lag. The government estimates that 
about a third of the potential-labour 
force is unemployed. According to one 
estimate, creation of about 5.5 million 
new jobs during the third-plan period 
would be required to reduce the un- 
employment level from 30% or so to 
about 22%, 


l^ terms of poverty alleviation, the 
plan sees existing rural technology as 
anachronistic. The plan emphasises 
technological improvement of cottage 
and rural industries, along with rapid 
diffusion of new agricultural technology. 
And, it argues that creation of a dynamic 
small-industries sector would gene- 


Poor children in Bangladesh: main objective. 





because of the narrow coverage of the 
working population and companies, 
numerous exemptions and deductions, 
and large-scale evasion. 

The 1985-86 budget (with which the 
long-term fiscal policy was in effect ini- 
" ated) lowered the rates of personal-in- 

ome tax and attempted better enforce- 
ment. 

The result was a better rate of com- 
pliance, reflected in a 25% increase in 
collections in the first seven months of 
the budget over the same period in the 
previous year. 

The long-term fiscal policy aims at 
stability in the tax system. The govern- 
ment intends to keep the present rate of 
personal-income and wealth taxes un- 
changed for at least five years. But the 
impact of inflation on effective tax rates 
is to be reviewed every two years. Laws 
and procedures are to be simplified, 
while measures against evasion will be 
tightened. The gift tax will continue, but 
the capital-gains tax will be simplified 
and made less burdensome. Exclusion 
of agricultural income from the per- 
sonal-income tax base is a major short- 
coming of the structure, and there was 
apprehension that this situation would 
be ended. But the government has 
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rate large employment opporViniticg. 

Given its overall strategy, the p¥in 
will mainly seek to raise growth through 
productive employment of its labour 
force and land. While the savings rate 
will continue to be the critical constraint 
or*growth, the plan documents say that 
productive use of existing fatilities and 
efficient allocation of resources could 
allow Bangladesh to achieve the plan- 
ned 5.476 growth rate. The plan has also 
set a goal of a capital-output ratio of 
four, against the actual 3.9 ratio of the 
second plan. 

The government has assumed a 
slower growth in external-resources 
flow during the third plan: 3.1%, com- 
pared to 3.3% during the second plan. 





clearly declared that income taxes will 
not be extended to agriculture. 

The incentive to save is to be 
strengthened through a new scheme 
under which 50% of the net deposits 
made in a year will qualify for tax 
exemption. By relating tax concessions 
to net savings, the system is moving to- 
wards an expenditure tax. (A commit- 
tee is already looking into the possibility 
of replacing personal-income taxes by 
expenditure tax.) 


|^ the corporate sector, tax rates will 
remain unchanged for five years, while 
surcharges and surtaxes will be 
abolished from the next fiscal year. But 
the “investment allowance” which re- 
lates to the cost of plant and machinery 
acquired out of profits, is being scrap- 
ped — because it has promoted “zero- 
tax” planning, especially by large and 
established companies. It has distorted 
investments and profitability by reduc- 
ing the incentive to show large profits in 
the balance sheets. Instead, under a 
new scheme, 20% of the profits depo- 
sited with specified institutions for a 
specified period will qualify for tax 
exemption. 

Indirect taxes, meanwhile, are to be, 





ruo vodiEghhas built up a large pipeline 
of project aid, of some US$4.5 billion. 
Recent improvement in its aid utilisa- 
tion suggest that a bigger proportion of 
the promised funds could be drawn 
upon during the coming years, even 
though any reduction in aid commit- 
ments during the period would affect fu- 
ture development programmes. 

The plan has set sectoral annual 
growth targets, including: — 
> Agriculture, 4% (with its: contribu- 
tion to GDP «o fall from 50.4% in 1984- 
85 to 46.9% in 1989-90). 
> Industry, 10.1% (rising from 9.5% of 
GDP to 11.995). 
> Trade and services, 6.4% (rising 
from 22.4% of GDP to 23.3%). 
> Production of gas and electricity, 
9.6%. 
> Construction, 4.9%. 
> Transport and ` communications. 
6.995. 
> Housing, 3.7%. 

» Public services, 4.6%. 

On the finance front, the domestic- 
savings rate is projected to rise to 7% 
from 4.2%; the investment rate, to 
20.4% from 18.8%, and the tax:GDP 
ratio from 8.4% to 10.3%. 

The development of local govern- 
ment through the mechanism of elected 
sub-district councils with greater au- 
thority is expected to aid popular par- 
ticipation in the development program- 
me. The plan also has adopted a social 
accounting matrix, which it will use to 
monitor the effects of development. 
There are 10 socio-economic groups in 
the"matrix, eight of which are in rural 
areas and two in the cities. , I 





simplified. The main innovation here 
consists of expanding the provision for 
set-offs claimed for excise and counter- 
vailing duties paid on inputs. The idea is 
to shift the tax burden from the inputs to 
the final product, to check the cascading 
effect which excise duties have on 
prices. This is described as a “modified 
value added tax.” This is expected to 
bring down the cost of the final product 
by 2-475, and it is intended that the 
manufacturer could then pass the bene- 
fit on to consumers. Customs duties are 
te be gradually replaced by tariffs, and 
the structure of import duties is to be 
rationalised. 

Finance Minister Vishwanath Pratap 
singh said the long-term fiscal policy 
"demystified" the budget, since tax 
rates are known and only the exact rates 
of excise duties would have to be made 
known. This will make tax planning 
easier for both individuals and com- 
panies. 1 

Industry, despite some reservations 
about the scrapping of the investment 
allowance, welcomed the new policies 
and their goals of a higher savings rate 
and higher revenues — while replacing 
the ad hoc tax system with rule-based 
policies. F 1 
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Chand: Lohani: new economic programme. 


A negative view 
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the current fiscal ing (ending mid-July) and decided to keep the budget de- 
cit at Rs 1.13 billion. + 
inder the post-devaluation measures, the Chand government has decided 
hold down the growth of commercial-bank credit to both the private and 
slic sectors to 15.5% during the remaining six months of the fiscal year, 
inst last year’s 25% growth. Commercial-bank credit growth to the govern- 
nt and to semi-government corporations will be limited to 12.5%, against 
last fiscal year's 28.6%, a spokesman for the Ministry for Finance told the 
VIEW. 
Following the curtailment of public spending, the budget deficit will be 
kept to 2.3% of the estimated gross domestic product, against last fiscal year’s 
5%. The government has barred new appointments by any developmental 
vena except those which can prove they need technical personnel. 
. One of the important targets set under the new economic measures (which 
critics described as “new wine in an old bottle”), was the boosting of Nepalese 
exports (including those to India) by Rs 3.61 billion, against last year’s export 
figure of Rs 2.76 billion. The government hopes to narrow the trade deficit of 
Rs 5.6 billion run up during the 1984-85 fiscal year. 
To encourage exports, arrangements have also been made to help com- 
nies with pre-export finance. Export-licence issuance procedures will be 
simplified through administrative reforms. 
. The government, meanwhile, suspended commercial imports in late De- 
cember to check the depletion of foreign-currency reserves. A Nepal Rastra 
Bank (the central bank) source told the REVIEW that the country’s foreign-re- 
rve position has improved somewhat. Reserves are now estimated at Rs 1.6 
on, and are expected to rise to Rs 2.25 billion by mid-July. 
. The new economic programmes were announced barely 24 hours after the 
arture of David Hooper, vice-president of the World Bank, who held for- 
‘talks with Chand and Finance Minister P. C. Lohani about the future of 
Nepalese economy following the devaluation. They also discussed the 
rid Bank's financial assistance for the industrial sectors earmarked for spe- 
al attention under Nepal’s highly ambitious Rs 50.2 billion, seventh five-year 
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France, West Germany, Japan, the US, the 
rnational financial institutions are expected 

ears at the Nepal aid consortium meet- 
uary. While the World Bank and aid donors 
res have drawn 
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The US calls for further 
Japanese financial liberalisation 


By Bruce Roscoe in Tokyo 

fter executing a series of seemingly 

dramatic steps to liberalise long-re- 
stricted financial and capital markets, 
the Japanese Government now stands 
accused of dragging its feet on dere- 
gulating remaining areas, thus thwart- 
ing the full emergence of the yen as an 
international currency. Senior US 
Treasury officials, taking stock of Ja: 
panese progress in financial liberalisa- 
tion since the yen-dollar talks of May 
1984, are publicly stating that perform- 
ance has not matched the promises. 

Promises are not something that US 
Treasury, or trade officials, will accept 
these days at face value in the case of 
Japan. While the broad strategy of the 
US administration is to win commit- 
ments to liberalise, the tactics employed 
within that strategy involve monitoring 
the action in a series of follow-up meet- 
ings with Japanese officials. 

There have now been three bilateral 
follow-up meetings on the issue of fi- 
nancial-market liberalisation since the 
latest yen-dollar talks, with a fourth set 
for May 1986. Assistant US Treasury 
Secretary David Mulford emerged from 
the latest meeting, held in Tokyo in 
early December, a disappointed and 
critical man. Japan has not "intensified" 
its efforts to deregulate as it had prom- 
ised it would do at the Group of Five (G- 
5) meeting in New York in September, 
and the concept of a "free, liquid and 
deep market” was “missing,” he 
charged. i 

“On the Euroyen markets, and | 
have in mind particularly here the 
Euroyen-note market, we have not seen 
the development of an active and liquid 
secondary market, where trading in 
Euroyen bonds takes place on a sub- 
stantial scale," Mulford told a news con- 
ference given jointly with Tomomitsu 
Oba, a vice-minister at the Ministry of 
Finance (MoF ). 

"Apparently," Mulford contended, 
"the Japanese securities houses, which 
compete aggressively for the manage- 
ment of Euroyen issues, do not feel the 
responsibility or obligation for support- 
ing the development of a liquid second- 
ary market. This lack of commitment to 
making a market is troubling. It reduces 
the attractiveness of yen paper and con- 
sequently reduces international de- 
mand for yen investment instruments. " 

In the US view, growth in the 
Euroyen market has been stunted seri- 
ously by the practice of bond warehous- 
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Bank of Japan: an added confusion. 


ing, allegedly carried out principally by 
Japan's top four (Nomura, Yamaichi, 
Daiwa and Nikko) securities houses. 

‘hese, and some other, smaller houses 
evidently are buying up Euroyen bonds 
issued by Japanese companies, simply 
for the purpose of rechannelling them 
into Japan, which they are able to do 
180 days after the date of issue. In the 
six-month period prior to resale in 
Japan, the bonds in many cases are said 
to be held by the securities companies 
themselves, or by European-based fi- 
nance subsidiaries of Japanese banks or 
trading houses. 


Ar from depriving the market of 
liquidity that would assure foreign 
investors a profitable spread, this prac- 
tice, because of strong competition 
among the Japanese dealers, also drives 
Euroyen issue prices up to levels for- 
eigners find unattractive. An added 
confusion is the possible distortion of 
Bank of Japan (the central bank) statis- 
tics for “foreigners’” purchases of Ja- 
nanese Government bonds: Euroyen 
inds redirected by the overseas opera- 
«ons of Japanese securities houses or 
their affiliates into these bonds may in- 
dicate false levels of non-Japanese par- 
ticipation in government issues. 

Also unresolved is the argument 
over rating, and within this squabble an 
argument over what was discussed by 
the yen-dollar committee. Oba insists 
they discussed only the question of rat- 
ing non-resident issuers of Euroyen 
bonds; Mulford says they also covered 
rating of resident issuers. Currently, re- 
sidents which manage to meet MoF 
criteria for eligibility as issuers are li- 
mited to a few huge corporations. A 
new system, US officials believe, would 
open up Euroyen and other interna- 
tional markets to a many more Japanese 
residents (providing the system conform- 
ed to international-rating standards). 

Mulford further took a swipe at the 
MoF for allegedly neglecting an oppor- 
tunity to turn the planned short-term 
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tractive to both resident and ffon-resi- 
dent investors. Such bonds could have 
offered a “real chance” to liberalise 
domestic capital markets and provide 
the ministry with a useful tool to imple- 
ment monetary policy. 

US Treasury officials are placing 
special importance on the newly propos- 
ed short-term bond market. They do 
not want to see it cloaked in the type of 
bureaucratic restrictions that appear to 
have emasculated the new banker’s-ac- 
ceptance market or the bond-futures 
market (which collapsed, albeit partly 
due to joint US-Japan moves to 
Strengthen the yen, a few days after its 
inauguration in October). 

But by insisting on a 16% withhold- 
ing tax at issuance, the MoF seems de- 
liberately intent on making short-term 
bonds unattractive to foreign investors: 
foreigners would want to sell before 
maturity to avoid the tax and the rush to 
sell just before maturity is bound to 
create a buyers’ market. Further, the 
bonds will be inaccessible to individu- 
als; only corporations will be allowed to 
trade them. And the minimum transac- 
tion will be 5100-300 million 
(US$493,800-1.5 million). The MoF's 
good news (for Japanese investors) is 
that the bonds will be issued by public 
auction and allowed to mimic market in- 
terest rates. 

The short-term Japanese Govern- 
ment bonds would become Japan's 
nearest instrument to US Treasury bills. 
But where US Treasury bills can be 
bought by both individuals and com- 
panies in. denominations as low as 
US$3,000, are free of withholding tax, 
are issued weekly and account for about 
40% of all US Government bonds, the 
short-term bonds the MoF has in mind 
would probably be issued only four 
times a year, account for less than 1% of 
all bond issues and effectively be traded 
only by a few large Japanese dealers. 

Mulford did concede that Japan had 
made “real progress" in accepting 
foreign financial institutions more fully 
into the Japanese economy, a reference 
to the admittance in December of six for- 
eign securities companies to the Tokyo 
Stock Exchange. But the US Treasury 
feels Japan can and should do more. 

Specifically, it wants Japan to waive 
the requirement that limits the trading 
of banks dealing in government bonds 
to issues with maturities of two years or 
less when a bank begins to deal in the 
bonds; drop the five-year maturity re- 
quirement for Euroyen issues, and ex- 
tend the Euroyen certificate of deposit 
maximum maturity from six months to 
one year. Mulford also suggested the 
need for “greater transparency in the 
rules that cover the capital-leverage re- 
quirements for foreign securities houses 
in Japan, which are much less liberal” 
than those the MoF applies to Japanese 
firms. Oo 
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Bargain-basement 
metal works 


New Zealand decides to sell off 
a troubled steel firm 






By Nevil Gibson in Wellington 


ew Zealand’s fledgeling steel indus- 

try is up for sale to the highest bid- 
der, and it could prove to be a bargain. 
The “sale” is the effect of the New Zea- 
land Government's decision on 20 De- 
cember to convert debts of nearly 
NZ$1.2 billion (US$591.1 million) into 
equity of New Zealand Steel (NZS). 

The state will have 81.2% of the en- 
larged capital (more than five times the 
size of the existing shares) and, accord- 
ing to Finance Minister Roger Douglas, 
these will be sold as quickly as possible. 
The government stands to lose most of 
its investment, as it is effectively buying 
shares for NZ$3.90 that are now worth 
less than NZ$1. 

The bailout of NZ$1.14 billion fol- 
lows a year of discussions between the 
Labour government and NZS over the 
funding of an expansion programme, 
estimated at NZ$2.6 billion. It was ori- 
finally budgeted at NZ$848,000 in 1981. 

nder an agreement signed by the gov- 
ernment of then prime minister Robert 
Muldoon in 1982, the state was to pay 
97% of the cost, through a jointly 
owned development company. 

NZS was to take over the assets and 
liabilities after the expansion project was 
completed. However, industrial trouble, 
higher interest charges and cost over- 
runs made the prospect unpalatable to 
the company's shareholders, while the 
new, David Lange government spoke of 
the so-called Think Big project being the 
country's largest welfare beneficiary. 

Douglas called the bailout “a Christ- 
mas turkey we shall not forget." The 
Muldoon government had overridden 
official Treasury advice which said the 
project was unjustified and overly op- 
timistic in its estimates of sales and 
prices. This advice was borne out by the 
company's latest results (in the half-vear 
ended 30 September 1985), which 
showed a 38% profit drop to NZ$9.6 
million on sales which fell 9.5% to 
NZ$180 million. Projected full-year re- 
sults made by Jarden and Co. is for a 
30% profit drop to NZ$19.5 million 
from NZ$27 million. 

The company's poor prospects were 
not helped by a government decision in 
early December to phase out global im- 
port-licensing protection of the steel in- 
dustry by 1990. The licensing system 
will be replaced with a 10% tariff, 
though new products from the expan- 
sion programme would have a 15% 
tariff protection for the first two years 
before dropping to 10%. O 
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This coming Spring, when the dog- 


gather on the campus of the Harvard 


y their companies for more crucial, 
nore demanding jobs. 


fessors, renowned scholars whose 


read. w | 
ence at Harvard exceeds 100 years. 











iagers Program. Thís program (1) 


idi 
ent in an international environ - 





ood trees are in bloom. 70 people will 


usiness School. A few. perhaps five or 
six. will be Americans. The remainder 
will be drawn here from every corner of 
the world. All will be senior managers, 
veteran world-class managers destined 


They will be met by six Harvard pro- 


names is know, whose books you've, 
ose combined teaching experi: 


- And these 76 people. managers and 
ofessors, will form International SMP — 
86, the Harvard Business School's once- 
ar, eight-week International Senior 


es the practice of general manage- 










Xt; and (2) develops the international 
ess of general managers, making 
especially competent to handle — 

oblems and opportunities occasioned’ 
orld accessibility. — 


general management with the - 










lin mind, For short, worldbusiness. 


Vorldbusiness stakes are high. The 
ger you choose to send here will. 


be one of your very best. He. or she, will 


be innovative and insightful. He will 
have the courage to make important 


decisions and the determination to see 


them through. Typically he will have 


20 or more years of business experience. | 


He is a top line or staff manager des- 


tined for a general management job. Or 


a general manager elected to govern a 
division, a region, a country. Send us 


this manager and you can expect a sub- 


stantial return. 


What a 
worldbusiness manager 
can do for you. - 

The manager who returns to 
Du company will have worked 
ong hours for eight busy weeks, but 
he will return to you rejuvenated. He 
will see your company with a new 
worldbusiness perspective. evaluate - 
your prospects and products with a _ 
world s-eye view. He will have filled 
any gaps in his general management 
curriculum, and expanded his vision 
of what general managers do. He will 
return confident, competent, an ener- 
gized leader superbly equipped to 


project the enterprise of your company 


in the world. l 
There's more. He will return with a 


first-hand understanding of realworld 
problems gained from close association 
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with professional managers like him- 
self. Managers from companies with 


similar problems. like opportunities. 


comparable goals. Managers he has 
lived with, dined with. studied with, 


also friends. classmates, intimates who 


are but a phone call away. 
And theres still more. During 


eight weeks a lively market springs 


up between faculty and managers. 
Managers bring to this market the 
realworld experiences of their own 
countries, their companies and func 
tions; professors clarify these experi- 
ences with their wholeworld theories 
and overviews. The program is speci- 
fically organized to promote this valu- 
able trade — in class and after class, 
with one-on-one conferences.at . 
lunches and at dinners. 





-Itsa lot to expect from an eight-week 
. program. But we have the wherewithal 
~ to make it happen. E 


"It's great to be part ofa 








We have unparallel ed r 
lative teaching. A conce 














i<onfet 
cious ground floor lounge. The 
dining room (the food is international 
and excellent) and the traditional Har- 
vard amphitheater-styled classrooms 
-area few minutes away along tree- 
lined walks. The 500.000-volume 
Baker Library the foremost business 












— library of the world, is just steps from 
= the dormitory. o 

. In short, assembled on this historic 

ampus is every facility every büsiness 


pud 





© Owr faculty have worked 50 years in 
Europe, Asia, The Middle East. 


At the epicenter of the International 
SMP is its faculty. Six exceptionally 
ualified men are dedicated full time to 
the program. All have broad interna- 
tional experience. They have studied, 
taught. and researched extensively out- 
side the U.S. All are Harvard worldbusi- 
ness veterans. Professor Uyterhoeven. 
at Harvard 26 years. Professor Salter, 19 
years. Professor Piper. 16 years. Profes- 
sors Heskett, Kotter and McFarlan add 
a total of 55 years more. All told, the 
.. experience of this Faculty totals 168 
* years, with 116 of those years spent at 
Harvard alone. | 
"These men are researchers, innova- 
rs. They are creating the theories, 
_-fategies. and management tools that 
. Will pervade international management 
- for years to come. 


and 


general manager must not only under- 
stand each of them. but how all of them 
work together. The worldbusiness gen- 
eral manager must not only understand 
how all work together. but how they 
work together in an international envi- 
ronment. This degree of understanding 
normally requires years of experience 
in the practice of international general 
management. i 


The SMP case package. It's thenext 
best thing tó experience. 
No less than 85 cases are studied ~ 


during the International SMP program. 


No less than 85 slices of international 
business life are boiled down to extract 





- experience in international general 


management no one man could amass 
in a lifetime. 

What's more. these cases are also 
selected for their relevance to current 
business needs. About 1096 examine 
external truths of our business heri- 
tage. Perhaps 15% explore the future. 
The remaining 75% deal with present- 
day reality. problems and opportunities 
your company has to consider here 
and now. 


Probing the far frontiers 
of management. 
While case studies command the 
center of the International SMP pro- 


gram. lectures and forums extend and 


round it out. Presented, too, are the 





* A special session o 
in antitrust legislation. tat 

one of the foremost authoriti 

the subjec 

























* New break 
tive analys 
on the campu 

 thingstarted. ——— 

Other programs at tl 

Business School are de: 
the needs of genera 
Advanced Management Pro 
(AMP) is a 13-week program 
as is the International SMP. 
pue managers who have 
high-level positions. The Prog 
Management Development (| 
is a 12-week program for exce 
promising middle managers c 
ability. e 
But SMP is international ; 
unique. Consider its len 
level. comprehensiveness. 
ment, resources. aptness of | 
caliber of faculty and you'll conc! 
this has to be the foremost interna 
management program in the work 




















































...we'll be happy to send you; 
pectus describing the progra 
Decisions on completed 
will be made within two w 





discoveries of pathfinders exploring 

the far frontiers of general manage- 
ment, the sophisticated new techniques, 
tools. and game plans that will be 
understood by just a few for years to 
come. | 

For example. the 1985 program 
included: 



















But these men are teachers, too. 
- They have concentrated the fruits of 
.- their research in the curriculum of 
 theInternational SMP. And they're 
. here to discuss their researches, 
expound their theories. reveal their 
. Strategies, and distribute their new 


programs international orient. 
participants will be limited. 





For a detailed prospectus of the 1 
International Senior Managers 
Telephone (617) 495-6308, — 
Telex: 6714415 XED D 






management tools to help your general 
manager and your company prosper 
in a changing world. 


What every good general manager 
should know. 


* The Forum on Technological 
Innovation and Entrepreneurshi 
which brought the CEO of a ne 
high tech company to the class- 
room to reveal the strategies that 


Or Write: 

Administrative Director | 
International Senior Managers Prog 
Glass Hall D Harvard Business | 
Soldiers Field Road, Boston, MA 02 
USA 













To manage a company you need a 
working knowledge of six fundamental 
subjects - finance, marketing and 
. operations management, people manage- 
ment, control and management informa- 
tion systems. government, and general 
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nthony Rowley in Hongkong 

'he Year of the Tiger will be wild — at least if it follows the 
tradition of previous Tiger years. As London stockbrok- 
Phillips & Drew point out — reflecting the fact that 












Investhent options in the Year of the Tiger 





are both poised on the horns of a dilemma: whether to stimu- 
late the flagging economy through easier and cheaper money 
(which anyway could prove no more effective than pushing 
on the Keynesian piece of string) or to hold on to monetarist 


























e crisis. 


, is as unpredictable 





ned monetarist goals. 


By Review Correspondents 








{halcyon days of mak- 
Jing fortunes in hard 

















modities and real es- 
tate — the 1980s are 
turning out to be 
A boom times for finan- 
: , stocks and bonds. Last year 
aw an incredible 330-point rise in the 
jow Jones Industrial Average on Wall 
‘eet and 1986 will ratify what Wall 
reet has been saying for months: infla- 
n is dead and the US economy is in a 
w era of growth and stable prices. _ 

The surge on Wall Street, which has 
prices to record highs, began in 
ember when Treasury Secretary 
A. Baker led the Group of Five 
industrial nations in a coordi- 
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ign stockbrokers take East Asian markets anc 
‘seriously nowadays — the Tiger year is often marked by 
àr, disagreement and disasters of all kinds." Tiger years | 
aw the outbreak of World War I and the opening moves in 
Vorld War II, as well as the Korean War and the Cuban mis- 


| 

i 

| 
On the economic front at least, such cataclysms appear | 
nlikely in the coming Lunar New Year. But they cannot be | 
uled out. The Group of Five finance ministers meeting last | 
ptember appeared to herald a new era ofinternationaleco- | 
ric cooperation on exchange rates, forestalling the threat | 
protectionism and trade war. And the Baker plan to help 
debted nations is designed to pre-empt another debt crisis. | 
But there is still more than a slight residual risk of rupture | 
international finance and trade. Foreign-exchange market | 
rvention to engineer a fallin the US dollar has been a cal- 
lated and, so far, successful risk. Market confidence, how- 
e as it is intangible — and what has 
us far been a relatively orderly retreat from the dollar could | 
rn into a rout if the US is perceived to have finally aban- | 
| 


-The Reagan administration and the US Federal Reserve 


- — SENE CIN ANNUS RUM PTUS + 
The bull may ride the 
tiger over the bear 


11f the 1970s were the | 


assets — gold, com- - 


and mores 


stay very short. 


made a complete turnabout on his tight- 
money policy, adopted in 1979, and is 
now committed to fostering growth 
through lower rates. Real wages are fall- 
ing, commodity prices remain very low 
and Opec has come across with what ts, 
in effect, another big tax cut, by being 
unable to stop oil prices plummeting. 
The US economic expansion is in its 
fourth year and some analysts are wor- 


ried about it petering out sometime in. 


1986. Yet the naysayers are in a distinct 
minority, and the bull is clearly goring 
the bear through the nation. 

With the huge activity in takeovers, 
leveraged buy-outs by managements of 
their own companies, equity buy-backs 
and simply mergers, betting on restruc- 
turing candidates is the big game on 
Wall Street. All this means that the 
amount of stock available is shrinking. 

With interest rates falling, banks, 1m- 


 vestment houses, utilities and insurance 
companies are also high on investors’ 


lists of stocks to buy. Technology stocks 


© | also have their followers. And those US 
“semiconductor companies which the Ja- 
.| panese have not finished off will be ex- 


gent US inflation, 
could rush out of t 
sharp contraction of the 
US interest rates to pull flight capital back. The message for 
investors'is: do not ignore the danger of sharp exchange-rate 
and interest swings in 1986. uM. 

A year ago, the REVIEW ri 


anti-inflationary goals. Fiscal-policy engineering is ruled out 


If the Fed continues loosening, to the point where real re- 
turns on dollar-debt instruments (which are already inferior 
to those on the yen) seem likely to be eroded further by resur- 


then investors (not least the Japanese) 


| 
by the US budget deficit, so monetary policy is the key. 
| 
| 
| 
| 


in 1985 and this year the prediction is for further dollar weak- 
ness (and yen/Deutschemark strength) in the early part of 
1986. But after that, all bets are off — a dollar collapse 
maybe, followed by a sudden recovery — with all the danger- 
ous resonance that implies. The prospects for bond markets 
in 1986 are detailed below, but for any other than those pre- 
pared to lock in a long-term investment on 
basis and ride out the currency waves, the implication is to 
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he dollar. That would inevitably trigger a 


US economy and/or a sharp rise in 


ghtly warned of a dollar declin 


a straight-vield 
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periencing much higher profits as chip | 
prices begin rising again. a 3 
» TOKYO: On the equities side, most 
foreign securities companies are bullish 
for 1986. For one thing, the new foreign 
Tokyo Stock Exchange members are 
expected to bring business to the ex- 
change that foreign fund managers may * 
not have wished to place through Japan- 
ese securities houses in the past. In 
particular, bigger chunks of US pensig 
funds are about to land in Tokyo: b: 
cause of the size of these funds, they - 
have nowhere else to go. — ME 
Another important r 
lishness is that big in: ii 
investors, stung by the sharq 


dollar and worried that the fall has not | 





son for bul- | 
| Japanese | 

















are predicting that the domestic rather 
than export sector will lead Japan's eco- 
nomic growth over the next few years. 


> LONDON: British equities rose 
some 12.5% in 1985 (up to 16 De- 
cember); thus continuing an extraordi- 


_narily long bull market — some 11 years 
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, Some hedge in gold seems a sensible part of any investor's 
portfolio for the Year of the Tiger. Conventional wisdom has 
It that the gold price is as dead as inflation — but it is well to 
remember that only five years ago the gold price was roughly 
double its value today. True, the 1979 oil shock sent 1980 
gold prices up to an average US$615 an oz and, if anything, 
oil prices will slide in 1986. But it is the fact of economic rup- 
ture, rather than the specific cause of it, which causes invest- 
ors to rush for gold cover. 


O n the equity front, the picture looks encouraging at first 
sight. Wall Street, Tokyo and London — not to mention 
Bombay — are unrepentantly bullish for 1986. That is partly 
because of a favourable outlook for further improvement in 
“orporate earnings. Low inflation has boosted profitability 
ust as high unemployment has boosted productivity. There 
dre still more gains to be had from such seemingly virtuous 
developments, even if dividend yields are arguably too high 
relative to inflation for the overall corporate good. Of course 
the continuing (though declining) reverse yield gap on fixed- 
interest versus equity investments is responsible for that. 

So what can go wrong? The answer is a little word called 
demand. It is flagging everywhere while Washington looks as 
nonplussed as Tokyo over means to revive it. Commodity 
prices are at an all-time low and world trade, like economic 
growth, appears set for a protracted period of stagnation. It 
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may noy b$ too fong&etfore equity markets be- 
cA lodking beyond the further earnings gains 
to be squegzed out of “non-inflationary growth” 
and discoupting the prospect of renewed reces- 
sion. 

That is not to say that there is not money to be 
made out of equities in the early months of the Tiger 
year and it is as well to look beyond Wall Street and its 
like to some of the smaller markets. The Hongkong 
market performed remarkably well last year (as the 
REVIEW said it would) in local-currency terms, though the 
Hongkong dollar's link with the US dollar prevented it mak- 
ing anything like the gains in US currency terms which the 
West German market (up by 10095) did. West Germany is 
solidly resisting reflationary policies now and if anything the 
stockmarket looks over-valued. 

The New Zealand stockmarket, so often overlooked by 
international investors, brought dramatic gains to selected 
investors — such as those who bought the portfolio selected 
for the REVIEW — in 1985 and the paper chase in high-flying 
financial stocks seems likely to continue into the Tiger year. 
However, the currency (the local dollar as well as some of the 
scrip being used to finance corporate takeovers) is still vul- 
nerable. 

A market not to be ignored is Manila. While not every- 
thing bad that could happen has happenned to the Philippine 
economy, the stockmarket is discounting all but revolution. 
Thornton Management (Asia) calls the Philippines situation 
"crisis investment for the adventurous." That is about right 
and there is often money to be made in a crisis, especially 
when blue-chip share ratings like San Miguel, Philex and 


PLDT have sunk so low that no one even notices them any 


more. The Philippines is a market easier to get into than to 
get out of, but if the economy recovers somewhat, which is 
what the gamble is all about, then so too should the outlook 
for capital repatriation. Oo 





vidend yield of 3.5%. Brokers see mar- 
E kets drifting downwards in the first 
| months of 1986. A suspect currency will 
| keep overseas investors away, and the 
p; market for takeover targets has been 
| picked over thoroughly. 

An improvement in Australia's ex- 
ternal account, when it comes towards 
mid-year, would bring steadier ex- 
3-| change rates and easing interest rates — 
ai while domestic demand would have 

4 slowed markedly. Profits for the 1986 
| corporate year (ending 30 June in most 
| cases) are expected to show an average 
| 15% rise for industrials, slower than in 
| the past two years of strong recovery. 
f Miners must wait on a recovery in metal 
prices. Many brokers are tipping à 
rise in the second half, with the All- 
Ordinaries climbing towards late 1985 
levels. 
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appreciation in 1986. British interest 
rates could well fall in line with US in- 
terest rates, while company profits 
notch up yet another improvement. 
There are no budget or current-account 
crises to worry about, so there should be 
no need for the sort of slamming on the 
brakes that used to end British bull mar- 
kets in the 1960s and 1970s. 
International attention might be par- 
ticularly focused on Britain in 1986 be- 
cause of the coming privatisation of Bri- 
tish Gas (the national gas-supply mono- 
poly). This will be even bigger than the 
privatisation of British Telecom, and 
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subscriptions from all over the world 
will again be invited. For those ready to 
take a bit of a gamble with recovery situ- 
ations, the oil sector offers a generous 
average dividend vield of 8.195. 


» AUSTRALIA: Investors had a good 
ride in 1985, with the All-Ordinaries 
Index rising from 726.1 points to a re- 
cord high of 1,052 in October. After 
that, markets retreated reluctantly, re- 
maining at the historically high 970-980 
level by mid-December. Stocks are now 
fully priced, with an average price/earn- 
ings ratio of 14.1 in November and di- 


» NEW ZEALAND: The sharemarket 
ended 1985 at a record high, continuing 
a six-year bull run. The impact of à 
higher New Zealand dollar from July to 
its collapse in December saw many in- 
dustrials marked down, because their 
profits were hit by falling export re- 
ceipts. However, high-flying invest- 
ment and property companies thrived. 
Brokers say these companies will 
continue to perform well into 1986, 
while the drop of the Kiwi dollar back to 
52 US cents, from a high of 59 US cents 
in mid-October, should help exporters' 
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products, denominated in US dollars. 
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. Signs favourable to equity invest- 
ment included lower inflation and in- 


Y terest rates, the expectations of an elec- 
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* tion in late 1986, continued confidence 
-jn the economic strategy of the govern- 
ment, consumer demand and the likeli- 
- hood of continued takeover activity. 






























































> HONGKONG: With the slackening 
f the economy in the second half of 
4985 being blamed on the drop in 
Chinese imports, stockmarket analysts 
are hoping that other markets — the US 
-and some European countries — will 
| provide the impetus for growth in 1986. 
They are still uneasy, however, about 
| prospects in the US, particularly for the 


| presidential veto of the Jenkins Bill. 
The stockmarket's performance in 


on the expectation of good corporate re- 
sults, but most analysts agree that the 


ur 


| improvement in the export markets to 
| keepthe domestic economy expanding. 

| . With inflation contained to 1985 
. levels and interest rates reckoned to re- 


| ersexpect the Hang Seng Index to reach 


about 2,000. This prediction implies a 
| slowing in the stockmarket's growth 
| rate to a more stable 22%, compared 
| with 1984's 34% and last year's 4176. 

| The consensus among brokers is that 
_ the property and utilities sectors are 
| going to be the high-flyers in 1986, with 
| the recommendation for hotels and 
| banks being sell and hold on industrials. 


| » KUALA LUMPUR/SINGAPORE: 
| These markets look to be among the 
least promising places to put your 
| money in 1986. As one foreign invest- 
| ment fund analyst commented: "The 
| KLSE is likely to remain during 1986 
| what it becante during 1985: over-val- 
| ued and under-bought.” 
| The Pan-Electric crisis in December 
prompted a three-day suspension in 
|. both Kuala Lumpur and Singapore and 
. left local investors badly shaken. De- 
— spite government determination to keep 
credit lines open to both investors and 
| badly stretched brokers, few expect 
| prices to rise except in a limited number 
of situations. 
Commodity prices and other per- 
formance indices read bleakly for the 
Malaysian economy. Nevertheless, 
| some solidly based plantation stocks, 
such as Sime Darby and Harrisons Ma- 
 laysian Plantations, moved slightly against 
the general trend during December. In- 
| vestors also put money into the sounder 
financial stocks during this period. 
| Weak prices for Malaysia’s com- 
= modities in the first and second quarter 
of 1986 will cramp trading-company 
profits, and retail businesses will not 
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| textiles sector — despite the recent | 


| the first quarter is expected to be strong | 


the 2,100 mark before dropping back to | 








give much return for the next six 
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ninth For Singapore, it seems almost 
certain Mat some shakeout of the high 
costs in the economy will have to pre- 
cede a return to economic growth and 
the stockmarket will continue to look 
expensive — unless corporate-tax rafes 


are slashed. 






» SEOUL: For much of 1985, the 
Korea Stock Exchange (KSE) was in a 
state of uncertainty, fed by worries 
about the economy and political stabil- 
ity. The months of uncertainty and 
frustration were finally tossed aside at 


PERFORMANCE OF KOREA FUNDS 


iT % change 


p gem eee i 
\ i | 12Dec. 85 over 30 June | 


t[ 10,790.40 
| 10,020.20 
14,608 


derlying strength of the market over |USSte 
. the course of the year will depend on an |? 


| main unchanged, some optimistic brok- |*Compos 


Source: W. |. Carr, Sons & Co., Us 

the end of the year, when a bull run 
brought the composite index to its sec- 
ond-highest level ever. 

The rally was touched off by the an- 
nouncement and subsequent flotation 
of convertible bonds on the Euromarket 
by Samsung Electronics, and the expec- 
tation of similar issues by South Korean 
companies in 1986. Foreigners purchas- 
ing the bonds will have the right to con- 
vert the bonds after 22 months and be- 
come direct owners of South Korean 
securities— which was impossible betore. 

The strong interest foreigners have 
in South Korean equities, and the gov- 





An option on g 
If you want to 
maximise your in- 
vestment profits, 
>) | one way is through 
~$ the world's burgeon- 
f ing traded-options 
Acre markets. The attrac- 
same. tion for private in- 






vestors to *gear up": to get a big in- 

vestment for only a little money. 
There are many ways to play the 

traded-options and futures markets — 
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ernment's commitment to continue to — 
liberalise the economy, gave the market 
the self-confidence it had lacked in pre- 
vious months. Interest in companies 
likely to issue convertible bonds or de- 
pository receipts abroad — 14 are eligi- 
ble, according to government guidelines 
— will remain an important factor in 
coming months. High on the list of can- 
didates are Hyundai Motor, Kia Motor, 
Goldstar and Yukong. 

Three new vehicles through which 
foreign investors may indirectly invest 
on the KSE were launched in 1985, each 
valued at US$30 million. They are the 
Korea Growth Trust, Seoul Interna- . 
tional Trust, and Seoul Trust. They are 
in addition to two existing open-ended 
funds — Korea International Trust and 
Korea Trust, each valued at US$25 mil- 
lion. The only major difference be- 
tween the two generations of open- 
ended trusts is that those launched in 
1985 require that 30% of funds go into 
bonds, dropping to 20% in 1986. In ad- 
dition, the Korea Fund, launched in late 
1984 as a closed-end fund listed on the 
New York Stock Exchange, reported 
that it had invested 78.2% of its assets 
on the KSE as of end-September. The 
fund has performed respectably in New 
York, running at a few dollars above the 
original selling price of US$12 a share. 


>» BANGKOK: Last September's 
abortive coup seriously eroded confi- 
dence overseas and reduced new 
foreign investment to a bare minimum. 
This was aggravated by the general im- 
pact of the Thai economic downturn. 
Hit by depressed commodity prices and 
the government’s austerity drive, third- 
quarter corporate earnings — particu- 
larly in the banking and industrial sec- 
tors — were down and the collapse of 
the international tin market did not help. 

Most analysts agree that the situa- 
tion in 1986 will get worse before it gets 
better. The traditionally high dividenc 
yields of the Bangkok market will prob: 


earing 


traded options. The main advantage of- 
this relatively simple tactic is that it 
provides a way of limiting one's poten- 
tial loss while still getting a big invest- - 
ment for a small stake. = = . . 

In November 1984, you might 













. ranging from the tediously cautious to fixed level of 260 b 
“the extravagantly reckless. But The “18” is US$18 whic 
_ perhaps the most popular way for pri- by 100 to 


ably continue, but investors can expect 
little in terms of capital gains. The out- 
look is for declining corporate earnings, 
at least in the first and second quarters 
of 1986. After that, much will depend 
on government actions to stimulate the 
economy. 

Despite the euphoria at its launching 
in mid-year (July). the Bangkok Fund 
did little to activate the market. By mid- 
December, the fund had invested only 
45% from its total US$10 million, in- 
cluding an unspecified portion that went 
into swapping selected portfolios previ- 
ously held by foreign investors. 


» TAIPEI: 1985 was hardly a banner 
year for either the stockmarket or the 
economy. After 1984's stellar 10.9% real 
economic growth, 1985 brought an anae- 
mic sub-5% performance, primarily be- 
cause of sharply lower demand from the 
US, Taiwan's chief market. The Cathay 
banking crisis led to sharply tighter 
credit in the banking system and caused 
some of the largest institutional invest- 
ors in the market to dump huge amounts 
of shares. 

Analysts expect 1986 to bring mod- 
est gains. Construction shares look like 
a good bet. After several years of a de- 
pressed property market, which held 
the construction industry down, recent 
moves by the government appeared 
likely to bring significant improvement. 
Some electronics shares, too, have 
favourable prospects, as the down- 
turn in the US market may have bottom- 
ed. 

One positive trend is the growing 
role to be played by indirect investment 
funds for foreigners. At the end of 1985, 
two new funds were established, each to 
have a full subscription value of US$25 
million. The first off the line was the 
Formosa Fund, which will be managed 
by Kwang Hua Securities Investment 
and Trust. The second new investment 
vehicle was National Investment Trust 
-0.’s Taipei Fund. At year-end, both 
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-~ have been US$1,800. For that in- 


vestment you would effectively have 


had a stake in US$27,500 worth — 


Es i of US shares. That is called “gear- 


un Mies weeks after making this bless- 
" por investment, you would have found 
— that Wall Street had jumped up like a 
. jack-in-the-box and the index had 
.. risen ri conie ded of the option 
(| you wo ume nera à 
Hb X have risen to 34. Your profit 
three weeks, if you had wanted to cash 
in, would have been US$1,600 (less 
xpenses). In other words, you would 
.. have nearly doubled your money. Be- 
.. fore you plunge in, here are some tips 
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Electronics: favourable. 








funds were seeking to markt thg 
shares, and expected to be abb#to start 
buying i into the market early in 1986. 
The new vehicles thus joined the 
path-breaker in the field, the Taiwan 
(ROC) Fund, which was established in 
November 1983. The Taiwan (ROC) 
Fund performed slightly better than the 
market in 1985. The local-currency net 
asset value of one unit declined a bare 
0.2% from NT$4.57 (US$11.7 cents) on 
4 January 1985 to NT$4.56 on 9 De- 
cember. The value of one IDR (10,000 
units) went from US$11,584.28 at the 


PAUL GIGOT 


beginning of the year to US$11,448.66 
by 9 December. By contrast, the mar- 
kets weighted price index declined 
3.8% over the same period, from 838.07 
to 806.35. 


» MANILA: The market mirrored the 
weak economy during 1985. Some 
pump-priming activity from the govern- 
ment as the year ended — and as the 
"snap" presidential election of 7 Feb- 
ruary 1986 drew closer — was expected 
to reverse the situation. However, in- 
vestors remain hesitant as they await the 
outcome of the elections. Many say that 


amount of 





what it will take for you to clear a pro- 
fit. 

» Only play with money you can af- 
ford to lose. 


>» Donottry to outguess the market in 


the very short term (hours or a few 


days). Back instead your belief about 


what the market will do in the medium 
term (a month to a year). 
> Buy “in-the-money” rather than 


“out-of-the-money.” Your broker can 


explain the difference. He may prefer 
you to deal *'in-the-money" because 
you can buy Qore options for the same 





collect more @ 
pay a premium for this extra earing. 
which means you will be less likely on 


i vow to clear a net profit. 


— James Bartholomew 
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if the elecWns turn out to be fair and 
honest, business confidence may come 
back. At best, stockmarket experts 
argue that investors will remain cauti- 
ous and selective. Domestic interest 
rates have gone down dramatically but 
investors are still not flocking to 
stockmarket counters. Some of the cap- 
ital that earlier fled Manila, according 
is coming back, 
though it has not found its way into the 
market yet. 


» JAKARTA: One to watch for the 
longer term, though Indonesia does not 
expect to open its stockmarket to 
foreign participation until, at the ear- 
liest, 1987. Market authority Bapepam 
is interested in the steps South Korea 
has taken to open its market up to for- 
eigners, and is mulling over the idea of 
starting with a fund similar to Seoul's 
US-based Korea Fund. 

The bond market, open to foreign 
participation, is growing and in January 
1986 will list 11 issues paying (taxable) 
interest at rates of 15.5-16.5%. Bonds 
are still limited by policy to státe com- 
panies, but the market board is hoping 
that some private issues might be per- 
mitted in 1986, a move which would 
bring somè life to bond trading. Invest- 
ors, though, are still wary of potential 
devaluation of the rupiah as the econ- 
omy faces falling oil prices, exports sag 
and investment slows. 


» INDIA: The euphoria that swept 
through Bombay's Dalal Street, and the 
lesser stock exchanges in Calcutta and 
New Delhi during 1985 began after 
Prime Minister Rajiv Gandhi took over 
the government. This was followed by a 
budget with tax reductions, and moves 
that indicated the start of the dismantl- 
ing of the Monopolies and Restrictive 
Trade Practices Act. 

Between budget day in mid-March, 
and the end of July, stockmarket indices 
jumped almost 75% , making for a 10096 
spurt in the January-July period. More 
recent strength has been derived from 
conjecture on what Gandhi's keenly 
awaited new fiscal policy will bring. 

The mooted abolition of the capital- 
gains tax would probably lead to a rush 
to sell and book profits. By relenting 
marginally on listing requirements to be 
met by small private companies, the 
government seems to have taken the 
first step towards increasing the supply 
of scrip to meet investment demands. 
Almost 200 new equity issues in the last 
quarter of 1985 show that industry is 
also willing to let the equity cult be culti- 

vated. So, 1986 may see hectic activity 
on Indian stockmarkets and new highs 
are a distinct possibility. Leading the 
gainers would probably be units in elec- 
tronics, fertilisers, polyester yarn and 
fabric, consumer products and cars, ac- 
cording to investment analysts. Foreign 
access to the market may come in the form 
of special funds (REVIEW, 2Jan.). D 
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Major broking and 
securities houses have 
once more selected an 
equity portfolio for 


an ej 


i their recommenda- 

nen tions for 1986. Major 
YOu . . 
Hx mi and minor markets in 
- the Asia-Pacific region are covered 
as well as Wall Street and London. 
This time they offer diversified port- 
- folio of six stocks for each market in- 
‘stead of three last year (except for 
the Philippines and Taiwan where the 
"brokers did not feel able to recommend 
six stocks). The scorecard for 1985 is 
-shown also. 


| UNITED STATES 
- Dravo Corp. (US$15-7/8): Leading en- 
gineering and construction firm. Its for- 
| midable, but under-recognised position 
| in the US resource-recovery industry 
| may propel shares smartly 
| above the US$15 book value. 
4; 


ES 
- 
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| Olin (US$37): A commodity 
— chemical firm, Olin will prosper 
— with a less strong US dollar in 
| 1986. 


General Dynamics (US$67- 
| 1/8): A major defence contrac- 
‘tor. A price-to-earnings multi- 
ple of six on current earnings 
- power is too low for a company 
| with a 39% return on equity, a 
I -.. 

decent balance-sheet and a 
- solid future. 


F orida Federal (US$17-3/8): 
| Largest and best positioned sav- 
- ings and loan bank in Florida. 
| New management will strive to 
earn 1% on assets or about 
| US$7 a share. 


| APM 


| Valmont (US$17); A tougher 
| management attitude towards costs por- 
| tends a 1986 turnaround in financial 
| performance for this computer-distribu- 
| tion and industrial company, a leader in 
| three of its four businesses. 


| Rospatch (US$15-5/8): Original “ready- 
| to-assemble" furniture and cloth label 
| businesses quickly becoming over- 
| shadowed by military electronics back- 
E log. — FIRST PACIFIC US SECURITIES 


| JAPAN 

| Nissei Sangyo (1,800): An Hitachi-af- 
| filiated trading electronic, electrical, 
| and mechanical products company. A 
| very highly geared play into an electron- 
EC recovery. 


| NGK Spark Plug (¥1,000): March 1986 
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| the REVIEW. Here are 


_ | Fisher and Paykel Industries 

. | Brierley Investments* 

.| National Bloodstock Corp. 

| *Scripandrightsissueadjusted. —— — 


| Siam Cement Co. 


; | Bangkok Agro-Industrial 
s Products. í M 


_ | Hyundai Motor Service 

_ | Samsung Semiconductor and 
| Telecommunications 

| Tongil 


<= ee r TC nr. 
"s + ae a * v * Peu m * 
* 


, a" $T y ia PM H 1 i gt 224 
Á& { gpu D ben : ' | ci TUM 
dS 


JQ o n 
term earnings drop already discounted 
by the market. Involvement with 


ceramic parts for engines gives stock 
special situation appeal. 


- 


Yakult (X2,330): Specialises in milk- 
based food products. Number of attrac- 
tive pharmaceutical products under 
development. Multiple is considerably 
below bio-tech sector's average. 


Kato Spring (X917): Major producer of 
precision springs. Company is a play on 
the possibility of IBM moving to the 3.5- 
in. disc drive format in its PCs. 


Mei (¥1,360): Mei is aggressively ad- 
vancing into industrial electronics 
where it will soon be a major player. 
Stock price already reflects poor short- 
term outlook. | 


Tokyo Electric Power (¥2,720): A 


| Patrick Industries* 


{ne 
| Crown Zellerbach 
*Price adjusted for a self-tender 
| offer during 1985. 


AUSTRALIA 


_ | National Australia Bank 
| Elders IXL* 
*Bonus-issue adjusted. 


| ndum Sa nodes 
ang Seng Bank 

NEW ZEALAND | SHK Properties 

_— TAIWAN 

_ | Taiwan Cement 

— | Tong Yuan Electronics 

THAILAND SEANA Ohuen Food 


26.9% |. 


| Philex Mining 
_ | San Miguel Corp. 
Ayala Co 





prime, and visible, play on the stronger 
yen, cheaper oil and lower interest 
rates. — W. I. CARR 


BRITAIN 

Land Securities (295p): The largest Bri- 
tish property company. Portfolio con- 
centrated in the City and West End 
where availability of space is falling and 
rents are rising. 


| BET (365p): A diversified group with 


interests in industrial services, construc- 
tion, leisure, transport and publishing. 
New management building niche mar- 
ket positions with good prospects of 
margin improvement. 


Pilkington (320p): The company's share 
of British flat glass market now stable | 
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| and profits will respond quickly to end | 


SINGAPORE/MALAYSIA == 


REVIEWDIAGRAMS by Andy Tang 


of redundancy programme. Earnings | 
set to expand quickly. 


Inchcape (310p): The shares have fallen 
steeply on the disappointing profit 
trend. Scope for improving returns 
throughout the group. Attractive on a 
yield of over 8%. 


BP (540p): Recent results have dem- 
onstrated the new profit-conscious at- 
titude of management. Profits vulnera- 
ble to oil price but dividend well co- 
vered. Sound value on an 8% yield. 


Pritchard (60p): A cleaning and security 
company with major US interests. 
The p/e multiple is a moderate seven, 


reflecting the mildly speculative 
flavour. — PHILLIPS & DREW 
AUSTRALIA 


BHP (A$8.30): Australia’s largest com- 
pany. BHP’s profit should rise fron 
A$752 million to A$1.1 billion in th 
current year. 


The Bell Group (A$11.80): Following 
14 years of consistent profit 
growth and a 57% profit in- 
crease in the latest year, we are 
projecting a 100% profit gain in 
the current year. 


ERG Australia (A$1.44): 
Energy Research Group Aus- 
tralia has developed an elec- 
tronic-display system which is in 
advance of competitive elec- 
tronic advertising products. 


Peko Wallsend (A$4.92): Di- 
rectors forecast a doubling of 
earnings from 35 to 70 A cents a 
share in current year with major 
growth from coal and iron-ore 
interests. Peko is also a poten- 
tial takeover target. | 


TNT (A$2.30): Profit is expec- 
ed to rise by 40% to A$105 mil- 
lion this year. Management has 
indicated TNT is set for much 
greater growth and expansion than in 
the past. 


Pioneer Concrete (A$2.20): Diversified 
building-materials and resources group 
should record a 15-20% profit increase 
this year. The asset-rich company may 
well be subject to takeover pressures in 
1986. — A. C. GOODE & CO. LTD 


NEW ZEALAND 

Brierley Investments (NZ$8.15): Brier- 
ley has an impressive asset base, includ- 
ing significant shareholdings in some of 
New Zealand's larger industrial com- 
panies. This provides a solid base for 
further domestic expansion. 










.| lower capitalisation rates will enhance 












hrough parall 
on planning and. timing. | 


` Equiticorp Holdings (NZ$3. 75): Future 
“growth. will come. equally from mer- 
-chant-banking. activities and strategic 
| ifivestment shareholding in various 
| listed stocks. 
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agspate International. Corp. 
$0.55): KIC is in hotel and 
yperty investment, and has ini- 
. tiated large capital development 
programmes. Benefits are now 
tarting to flow and profits pro- 
Jected to increase substantially. 


| ‘Progressive Enterprises 
(NZ$3.30): New Zealand's lead- 
ing supermarket operator has al- 
“ways been awarded a rating above 
market. — RENOUF CO. 


| 

| 

| 
'| HONGKONG | | 
Swire Pacific (HK$30.50): Advan- 
tageous currency and oil-price | 
movements, and buoyant local | 
property market, should ensure | 
strong growth in 1986. Cathay | 
Pacific flotation in early 1986 will 
maintain interest. 


China Light & Power (HK$14.90): 
China Light's earnings and di- 
.vidend will continue to grow, vir- 
.tually guaranteed by the govern- 
ment scheme of control. Future ís 
“linked to the g growth of Hongkong. 


‘Hongkong Land (HK$6.55): With 
the Exchange Square develop- | 
ment more than 64% let and the © 
back of the debt problem broken, 
Hongkong Land's future is as- 
“sured. Higher asking rentals and 


the shares. 


New World (HK$6. 80): Property-deve- 
lopment profits aided by Exhibition 
Centre project will produce substantial 
earnings growth over next three years. 
. New World will perform well in the cur- 
rent buoyant property market. 


Hongkong and Shanghai Bank 
(HK$7.65): The bank's enormous fi- 
nancial resources should ensure im- 
proved results for 1985-86 despite poor 
operating conditions in some of the 
bank's locations. 


Hongkong and China Gas Co. 
: $ 0): Company is Hongkong's 
-growing utility. Earnings will keep 








inter Holt may choose to use 


SINGA 

1 $$4. 48): Operates the only 
alaysia. Highly successful in 
bucking slowdown in Malaysian con- 
sumer expenditure by boosting conven- 
tion business. Financially one of the 
strongest groups in the.market. 





| Singapore Press Holdings (S$6): The 


merger of the three Singapore news- 
papers has produced a financially strong 
group capable of sustained long-term 


| growth. 


South Korea 






| Nahona Iron (S$2.13): NISM has man- 
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aged to regain domestic market for steel 
rods and bars from Japanese imports. 
Margins have widened and exports on 
rise again. Group earnings will rise 
sharply i in 1986. 


Esso Malaysia (S$2.32): Earnings in 
1985 were affected by a prolonged plant 
shut-down and delay in adjusting the re- 
tail prices of refined uero Earnings 
growth in 1986 should lead to a re-rat- 


ing. 


Cerebos (S$1.99): Recommended for 
another year, this food-products firm 
with activities in the Asia-Pacific region 
is seen to sustain annual earnings 
pom of 15% over r the next two years. 
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Hanyang Chemica | 
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fits, thanks to increase in c 
city and favourable curr 
ments. ^0 o—lLYALL 


THAILAND 

Siam Cement (Baht 465): € 
one of the largest industrial c 
ates in Thailand, remains : 
favourite for its st | 
prospects. | 
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E panded aggressive 
| generation mat 
the past five vears. | 

— THAF 


JTH KOREA 
Hyundai Motor Co. (4 
south Korea's largest 
facturer is planning 
passenger cars to the 
80% of the damestic | 
market. Widespread rumour 
make an overseas stock issue. 























the Korea Explosives Gr 
come should double in 1986 x 
tensive facilities investments. aü 
product developments. 





Anam Industrial (Won 1,130) 
Korea's largest exporter of s 
tors, Price levels improved in t 
half of the year. Exports may | 
sified in 1986, with good sales D 
in Asia. 
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Cement Manufacturing (Won 
: Profits down in first half of 
i3, due to slowdown in the construc- 
| businéss; now government spur- 
| more domestic construction pro- 

















ntry’s largest integrated chemical 





intry 
ufacturer is moving into several 
fields. Plastics division is likely to 
t from expected upturn in domes- 
construction market. g 

2 — DAEWOO SECURITIES 


wan Cement (NT$26.10): The com- 
any's financial structure is good. Net 

rth is reasonable and the dividend is 
ractive. -> BM EM 


an Ya Plastic (NT$30.10): Growth po- 
intial is good. Dividend is reasonable. 
[anagement is very strong and p/e is 


sonable. 


aiwan Fluorescent (NT$28.40): Good 
(inancial structure. P/e is reasonable. 
Performance is stable and management 
is good. | ; 


ture is very strong. P/e is reasonable. 
rformance is stable. 


































ited Microelectronic (NT$22,50): 
ood growth potential. P/e is reason- 
ble. — WELL PHONE SECURITIES CO. 


HILIPPINES | -—. 

n Miguel Corp. (P 12.50 on 13 Dec.): 
hough it has gone up over the past 
its price is still very low consider- 
its p/e and other ratios. 


wu- 


ilex Mining (P0.13): Revenues from 
d make this very well-managed, 
'hly diversified company pliable in 
s of difficulties. If the economy 
s around this will be one of the 
ör gainers. " —— a 


-(P36.50): Price is still not much 
ve the low it reached in 1984 and 
so it has a very big potential for 


obe Mackay Cable & Radio Corp. 

.35): Modest gains may be posted 
ie market becomes very good. It re- 
is as one of the most popular stocks. 


nguet Exploration Inc. (P0.09): 
Operates a Small, though very rich, gold 

ine — so that it can operate very effec- 
ly and cheaply. Stands to make sub- 
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Taiwan Glass (NT$32): Financial struc- - 


1As the September 
| meeting of the Group 
| of Five (G-5) finance 
ministers in New 
York powerfully dem- 
onstrated, those who 
HAT determine exchange 
AL rates can make or 
break investors who spread their 
portfolios across international bound- 





aries. The G-5 meeting set in motion an. 


artificial intervention process, whereby 
the Bank of Japan agreed to,raise in- 
terest rates in Japanese capital markets. 
Almost overnight, that rocketed the yen 
by 20% and caused some 20% of Japan- 
ese US-based dollar investments to be 
cashed in. It also meant substantial 
gains for foreign investors in yèn securi- 
ties (except those unfortunate enough 
to be holding sizable stocks of Japanese 
Government bonds). 


The G-5 process as applied to the yen 


is far from over, so investors are still 


treadiffg a minefield. Although the yen 
appears to have stabilised at around 
¥200:US$1, there has been no indica- 


tion from Washington that more inter- 


vention will not be needed to help re- 
duce Japan's trade surplus with the US. 
Nor are such indications likley to be an- 
nounced publicly, given that interven- 


| tion achiewes its purpose best when no 


one knows when it will occur. | 
An essential investor watch for 1986 
will be US legislation (the Gramm 


Rudman Act). This legislation is design- 


ed to impose a ceiling on the budget 
deficit. As enacted, this law requires 
a fiscal 1986 ceiling of US$172 bil- 


lion, and a lower ceiling in successive 


years. — | 

This is bound to have a bearing on in- 
terest and exchange rates. Meanwhile, 
it is reasonable to expect more fluctua- 
tions in the yen/dollar rate. The Nom- 
ura Research Institute believes the yen 
could rise as high as ¥170:US$1, but 
will average calendar 1986 at 
X190:US$1. The Japanese Govern- 
ment says it wants the rate to settle at 
¥200:USS$1. | | 

There is still some concern that yen 
interest rates will have to be kept high to 
keep the yen from falling again. How- 
ever, real returns on yen bonds are 
likely to make yields, now 6.7% or so, 
attractive as a strong currency and fall- 
ing oil and commodity prices eliminate 
inflation for the time being. However, 
there are some pitfalls. Bond prices re- 
cently have been unusually erratic, 
perhaps partly as a result of the start-up 
Of a futures market. 

Nomura Securities bond traders re- 
gard Japanese Government bonds as 
the best buy for foreigners, mainly be- 
cause their liquidity level is highest of 


i the year, fell to a yield of 9.83 


By Anthony Rowley and Philip Bowring 
in Hongkong, Bruce Roscoe in Tokyo, a 
Correspondent in New York, James 
Bartholomew in London and Hamish 
McDonald in Sydney. 
any type of yen bond — the higher the 
liquidity, the more active the trad- 
ing in secondary markets. In prac- 
tice, this most developed of Japan- 
ese bond secondary markets is still 
underdeveloped by US Treasury or Bri- 
tish gilt standards. Japanese dealers 
alone hold as much as 35% of total out- 
standing issues; individuals hold just 


1.296. 


But withholding tax (16% on five- 
year bonds) rightly discourages foreign- 
ers from becoming over-excited abou 
investing in government bonds, evel. 
though they can be sold relatively easily 
before maturity. Unfortunately, the Ja- 
panese Ministry of Finance Tax Bureau 
vigorously opposes abolition or even re- 
duction of this tax, and further, is intent 
on applying a similar tax on the soon-to- 
be-launched short-term government 
bonds. TAE | 














S amurai bonds, yen-denominated is- 
S'sues made in Japan by non-resi- 
dents, have the attraction of being tax- 
free (in addition to carrying high in- 
terest rates) but the disadvantage of low 
liquidity. Investors could get stuck with 
them.in a buyer's market. And this mar- 
ket is contracting as Japanese banks, 
hurt by higher interest rates, spurn ap- 
proaches by foreign borrowers wishing 
to launch samurais. Corporate bonds is- 
sued by Japanese residents are few, and 
as a rule not released into secondary. 
markets, but held tightly among dealer > 
and selected Japanese financial institu. 
tions. | | DUM 
A surge of foreigner trading in yen 
convertible bonds (CB) in the past year 
appeared somewhat deceptive. Al- 
legedly major US houses, in order to- 
build up a big equity trading record to 
impress Tokyo Stock Exchange seat 
selectors, acquired huge volumes of yen 
CBs for unwinding into shares in 
Tokyo. This private market-making 
exercise does not look as though it will 
be sustained in 1986. Equity-warrant is- 
sues, however, are likely to become 
more attractive to Japanese companies 
























gains) on a oye Ate US Treasury bond 
reached 33%. Thirty-year US 1 


bonds, which traded at 10.4% e 









i 
ic 


the end of the year — with a corres- 
ponding jump in prices. 

This decline in rates and rise in prices 
is not going to stop if analysts are to be 
believed. Salomon Brothers’ Henry 
Kaufman believes that the Federal Re- 
serve will soon be cutting the discount 
rate again. Several Wall Street analysts 
believe that long-term rates will fall 
below the 9% level, with a 8% yield on 
long-term paper possible by mid-1986, 
according to some. That would send 
bond prices through the roof. 
> For those looking for the benefits of 
recent currency strength flowing 
through to minimal inflation and 
perhaps easier monetary policy, vet 
want a more liquid market than the yen 
bond, Deutschemark. Eurobonds are 
the answer, with 10-year yields only 
fractionally below yen equivalents. 
With the Deutschemark now coming 
back to favour after several years of re- 
lative eclipse, the diversity of borrowers 
ind maturities available (including a re- 
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Deutschemark-linked but offers Za 
slightly higher yield, while thóSe look- 
ing for double-digit yields on triple A 
bonds but do not trust sterling could 
look to the recently awakened French 
franc market benefiting from sharply 
lower French inflation and the prospect 
of a victory for the Right in upcoming 
parliamentary elections. Those who 
prefer to spread risks but like Europe 
may be attracted by the ECU, where 10- 
year term AAA yields are now around 
996. 

» One of the most bankable invest- 
ments for 1986 are gilts (British Govern- 
ment bonds). In addition to income of 
some 10.5% or so on the long-term is- 
sues, a modest but reliable capital gain 
can be expected: perhaps 5-159565. The 
fundamentals for gilts have rarely been 
more sound. The British economy, after 
three or four years of growth, is begin- 
ning to run out of steam. That means 
that private demand for credit is 
slackening after several years of strong 
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"fanhattan financial district: in viting prospect. 








cent hugely successful World Bank 
zero-coupon issue), and the ready 
secondary markets in many issues 
make this an attractive proposition in 
1986. 

There is the added possibility of con- 
tinuing strength of the Deutschemark 
against the dollar, and some possibility 
of a reversal of its decline against the 
yen. Japan will benefit more than West 
Germany from oil prices, but West Ger- 
many is less dependent on the US mar- 
ket and less vulnerable to protec- 
tionism. 


he Deutschemark looks a more at- 

tractive proposition than Swiss franc 
bonds. The West German currency 
seems unlikely to continue to weaken 
against the Swiss franc, and, mean- 
while, the Swiss franc bond yield is 2% 
points below its Deutschemark counter- 
part. 
» Also in Europe the Guilder market is 
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advances. Less private demand should 


mean lower interest rates if other 
things are equal and, for once, they 
aré, .* 

In 1977-78, the Public Spending Bor- 
rowing Requirement was 6% of gross 
domestic product. In 1985-86, it will be 
down to 2.75%, according to Stephen 
Lewis, the gilts analyst at stockbrokers 
Phillips and Drew. 

Whereas the US is only just begin- 
ning to tackle the imbalances in the 
economy, in Britain the past six years 
have been spent on this work. One re- 


sult of this is the renewed downward. 


trend of inflation. As US inflation drifts 
up over 4% this year, the British infla- 
tion rate may cross it, drifting below 
4%. International investors might còn- 
sequently come to think that the yield 
on gilts should be similar to that 


on US Government bond yields, instead - 


of higher, as at present. Long. gilts 
currently yield about one point a year 





more than US long bonds, with the 
former vielding 10.595 and the latter 
9.590. 

One possible bear factor is some 
measure of weakness in the pound. 
There is a possibility that sterling 
could fall another 5% or so if the price 
of oil were to go down further. Against 
this, the government has made it crystal 
clear that maintaining the value of the 
pound is now one of its major policy 
priorities. 

Interest rates have been kept up in 
order to make sure the pound holds its 
position. This is because the govern- 
ment regards continued falls in the infla- 
tion rate as very important to the econ- 
omy and to the image of the Conserva- 
tive Party. 
> A 29% fall in the Australian dollar 
against the official trade-weighted index 
over 1985 — most of it hitting in Feb- 
ruary-April — dealt foreign bond in- 
vestors a nasty blow. In reaction to the 
external-accounts problem, Australian 
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interest. rates climbed in two 
bursts through 1985 
he key 10-year Common- 


wealth bond yield rose from 
13.1% at the end of January to 
14% at the end of April. It eased 
back to 13.375 in late July before 
surging to a peak of 15.7% on 12 
November. Through to mid-De- 
cember, it hovered just under the 
15% mark. 

Economists suggest the early 
months of 1986 will be a good time 
for foreign investors to look again 

at Australian bonds. An expected 
balance of payments adjustment, 
lowering of the public sector bor- 
rowing requirement and easing of 
domestic demand will steady the 
currency and take pressure off in- 
terest rates mid-year. 

The 10-year yields are thus ex- 
pected to decline to the 13-14% 
range by end-1986, with some pre- 

dicting a fall below 13%. Shorter-term 
rates, in an inverse yield curve in late 
1985, will fall even harder to reaffirm 
a normal balance. A high inflation 
rate relative to trading partners, peak- 
ing at about 9% in March or so, will still 
keep.a wide margin over foreign mar- 
kets. 

. The Australian dollar is expected to 
show some more volatility early this 
year, especially around the end of 
January when key national accounts 
and inflation figures are released. How- 
ever, most institutions expect fluctua- 
tions to dampen down, with a modest 
firming in the 70-75—US cent range over 
the year. 

The Australian futures markets are 
now sufficiently active that those who 
want to punt on the bonds but remain 
nervous on the currency can do so 
through futures and options, as well 
as being able to offset physical posi- 
tions. oO 
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A warranty against loss 
in the Tokyo market 


By Christopher Rampton 

| During 1985 the Ja- 
panese equity-war- 
rant market leapt 
from relative obscur- 
“a ity to a point of high 
fashion among inter- 
national investors. 

Amen: E48 Despite this, the sub- 
ject of Japanese warrants remains 
understudied, often ignored and fre- 
quently misunderstood. 

The first Japanese company to issue 
equity warrants was Mitsubishi Chemi- 
cal, which is quoted on the Tokyo Stock 
Exchange. The objective was to en- 
hance demand for the company's US$50 
million 11% 1987 loan stock. The issue 
was launched in the 15%-yield environ- 
ment of January 1982 and clearly 
needed a sweetener. But the ultimate 
value of the warrants eluded the invest- 
ment community of the day and the 
issue was only a qualified success. 

Worse, the common stock of Mit- 
subishi Chemical nosedived for the bal- 
ance of the year and the warrants were 
considered virtually worthless by 
straight bond holders who sold them off 





- at levels of 2-3% ..These same warrants 


trade at 100% today. 

= Today's warrant market contains 
some 170 issues and represents 132 Ja- 
panese quoted companies. Investor de- 
mand spans the globe and issues have 
appeared in five currencies to raise a 
total amount of more than US$6 bil- 
lion dollars. The market is mature 
enough to merit attention from any seri- 


Christopher Rampton is managing director of 
D. W. Taylor & Co. (Asia). 


" 


ous investor with a commitment to Japan. 

How should warrants be deployed in 
a portfolio? Once stripped off their host 
bond, warrants are simply an entitle- 
ment to purchase equity in the quoted 
company at a fixed price over a pre- 
determined period. In this respect they 
are similar to transferable subscription 
rights or stock options; the basic differ- 
ence arises from their unusually gener- 
ous exercise period. 

Japanese warrants permit the holder 
five or seven years in which to exercise 
into common stock. Every experienced 
investor recognises that timing of pur- 
chase and sale is the essence of profita- 
ble investment and even non-investors 
are aware of the cost of money. 


A typical Japanese warrant starts life 
with five times gearing and a premium 
of around 1795. Put simply, this implies 
that a new issue purchaser acquires the 
right to buy US$5,000 worth of common 
stock for the sum of US$1,000. The cost 
for this advantage is a premium exercise 
price that is some 1776 above that of the 
common stock at the time of the issue. 

Thereafter the holder can choose to 
take up his entitlement at any time dur- 
ing the life of the warrant. The value of 
his US$1,000 investment over that 
period will reflect the influence of the 
stock price on a holding equivalent to 
US$5,000. 

Due to their gearing feature, war- 
rants are. generally considered to be 
speculative instruments and are thus 
shunned by conservative investors. 
Such investors see only a punting ele- 
ment in gearing and deem warrants as 








vehicles through which small investors 
*play" the market with more stock than 
they can afford. This need not be the 
case. [n fact the reverse can apply. 

An investor in the Japanese 
stockmarket has many factors to assess 
before making a purchase decision. 
These include currency, overall market 
trend, sector appeal and, of course, the 
company itself. Often these factors may 
be at odds with each other and Japanese 
share prices can move in a fashion 
diametrically opposed to fundamental 
prospects. If, however, a warrant exists 
for the selected company, decision- 
making should be easier. 

The portfolio manager with a com- 
mitment to invest and perform in Japan 
may be unsure about the direction of the 
overall market and indifferent to the 
currency. However, he has cash to in- 
vest and favours the home-appliance 
sector. After careful research he de- 
cides on, say, “Best Denki” as his pur- 
chase candidate for the sector. To invest 
US$1 million he must buy 120,006 
shares in this thinly traded counter — é 
feat in itself. Thereafter his fortunes rise 
and fall with the market, the sector, the 
yen and the Best Denki share price. 

Alternatively he can opt for 122 Best 
Denki warrants. There an investment of 
US$200,000 will entitle him to purchase 
122,000 shares on any day up to July 
1989 at a fixed price of 1.461 
(US$7.20) vs a current price of ¥ 1,690. 
Either way he gains the same invest- 
ment exposure to the company. But 
what of the relative merits of each ap- 
proach? 

In the first instance, he has exposed 
his full US$1 million to the market, 
while in the second case he has exposed 
only US$200,000. The dividend return 
on his direct shareholding will net out at 
a meagre 1-1.2576, while the capital left 
free by his warrant/ purchase can be 
placed on deposit in a currency of his 
choice at market rates. 

What of performance? If the price c 
Best Denki shares appreciates by 507 
over a two-year period, the sharehold- 
ing value increases by US$500,000; 
meanwhile, in the same circumstances, 
the value of the warrants would increase 
by US$507,154. On the downside things 
are different. A 50% fall in the shares 
would reduce the shareholding value by 
US$500,000 while the warrant would, in 
theory, go to zero for a loss of 
US$200,000. In practice, it is unlikely 
that the warrant would go to zero, so the 
cash loss would be less than 40% of the 
share loss. 

As the Japanese stockmarket 
reaches new peaks and the global bull 
markets reach for the stratosphere, it 
becomes increasingly necessary to re- 
duce capital exposure to an eventual 
downdraft. Careful use of warrants can 
allow the investor to enjoy the remain- 
ing days of the “bull” without sitting on 
the market’s horns in an over-exposed 
position. oO 
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"Book me KLM 


7 


via the world’s best airport 


Amsterdam Schiphol.” 


y in aVol 
— You want to win a Volvo 


SCHIPHOL WIN-ON-THE-WAY 


Need a quick transfer in Europe? Then 
Amsterdam Schiphol, voted time and again the 
world’s best airport, is your logical choice. 

Plus the chance of winning a spectacular prize. 


AVALANCHE OF PRIZES 


The Holland Promotion Foundation offers: 
- 5 Volvo 740 Turbo Estates. The absolute top for 
drivers who demand space, speed, and safety 
- 10 luxury holidays for two in Holland. 
-150 sparkling diamonds, from the Amsterdam 
Diamond House Samuel Gassan. 


- 100 vouchers, worth USS 300 each, to spend in the 


Amsterdam Airport shopping centre. 

- 100 Avis Car Rental Vouchers (worth USS 150 each). 
And for every participating passenger, a repro- 

duction of an antique Dutch print. 


A WINNER EVERY TIME 


Between October 27, 1985, and March 22, 
1986, all KLM passengers flying Royal or Business 
Class on an intercontinental trip with a same-day 
transfer at Amsterdam will win a prize. Every time! 


Ask your travel agent or KLM for full details. 


The Reliable Airline KLIM 
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Valmet Efficiency 


Valmet of Finland is a leading world supplier of high-tech 
equipment. There are many reasons for this: 

Powerful human resources. First-class engineering. Heavy invest- 
ment in product development. Focused international operations. 
Balanced relationship between price and quality. Fluent communi- 
cation and close cooperation between client and manufacturer. 
Top-notch service. 

The things we do, we do well. We extend and develop our 
operations and products constantly. Our business is organized 
into six operating groups: paper machinery, shipbuilding, automa- 
tion, transportation equipment, tractors and vir a equipment. 


Valmet marine automation systems at the top of the charts 
In a short time Valmet marine automation has captured a sizeable 
market share. The reason for this success is the Damatic marine 

automation system, a multifunctional instrumentation system which 





handles control and monitoring of propulsion and liquid proper 
ties. Damatic combines several traditionally separate systems in 
one reliable hardware package with extensive functional back- 
and self-check facilities to ensure economy, safety and reliable 
operation. 

The entire process, or sections of it, can be operated from 
several places on board, such as the engine control room, bridc 
cargo control room, etc. This enables owners to design their shi 
with one main control room, instead of the traditional solution c 
several independent and separate control stations. Since Valme 
also a major Nordic shipbuilder the synergy effects between 
building the ships and designing its controls are direct and num 
OUS. 

Damatic marine automation systems are manufactured by 
Valmet Automation in Spikkestad, Norway. One supplier and c 
hardware concept significantly reduce the time and money spe 
on engineering, commissioning, testing and service. 


1 a 1 
SHELLTRANS 





Numerous functions in a complete package 

The Damatic marine automation system is so far the only multifunctional system 
with type-approval by classification societies. It combines numerous functions ii 
one hardware package from a single supplier. The entire process, or part 

of it, can be operated from several places on board, allowing owners fo 
design ships with one main control room, as shown here. Damatic is the nam: 


for reliability and cost-effectiveness in marine installations. 


VALMET 


Valmet Corporation, Corporate Head Office 
P.O.B. 155, SF-00131 Helsinki, Finland Tel. +3580 171 441 Tlx 124427 val 


Valmet (East Asia) Ltd. 
Suite 1106 Two Exchange Square, Central, Hong Kong 
Tel. +8525 254579 Tlx 77449 lala hx 








With each of the Minolta zoom copier family, you get the 
choice of 781 individually-selectable zoom ratios between 
1.420X and 0.640X with which to enlarge or reduce the 
image area of your original to the exact size you require. 

Zoom enlargement/reduction gives you complete control 
over copying. No longer are you limited to just a few choices 
that restrict the size of the copies that you can make. Think 
of the possibilities! These versatile PPCs will let you 
"blow up” fine-lined engineering drawings so that you can 
obtain only the detailed area that you require. Or you can 
reduce oversized originals to common filing or facsimile 
transmission sizes, easily and quickly. There's virtually no 
limit to the uses you can make of their zoom enlargement/ 
reduction function! 


See the EP350Z/EP450Z/EP550Z/EP650Z at these Minolta subsidiaries and distributors: 








Bangladesh Brothers International Ltd. National Scout Bhaban, Inner Circular Road, Kakrail a cig e e A Phone: 400042, 404929 
hone: 3-67 


Hong Kong Minolta Hong Kong Ltd. 67-71 Chatham Road South, G/F Oriental Centre, Kowloon 


And to help you even more, the Minolta EP450Z, EP550Z 
and EP650Z provide Automatic Magnification Selection and 
Automatic Paper Size Selection, too. These help you speed 
through the most difficult copying jobs with confidence and 
ease. And help eliminate the possibility of making mistakes, 
too! Plus all Minolta zoom PPCs feature the Minolta Micro- 
Toning System: advanced copier electronics insure you 
obtain optimurn copy quality from even the most difficult-to- 
copy originals. 

The Minolta zoom copier family. Each lets your copying 
capabilities soar with 781 enlargements and reductions. 
Which one’s right for your office needs? 
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350Z with Sorter S- 10III 

ginal Size: Max. A3 (11" x 14") 
Copy Size: B4 to A6 (10" x 14" to 4'h” x 5!/5 ") 
Copy Speed: 15 copies/min. (A4) 





EP450Z with Automatic Document Feeder ADF- 11 
and Sorter S-100 

Copy Size: A3 to A6 (11 " x 17" to 4/5" x 5!/5 ") 
Copy Speed: 25 copies/min. (A4) 








EP550Z with Automatic Document Feeder ADF -11 
and Sorter S-20II 

Copy Size: A3 to A6 (11" x 17” to 4!/; ^ x 5!/5 ") 
Copy Speed: 35 copies/min. (A4) 


EP650Z with Automatic Document Feeder ADF- 11 
and Sorter S-20IlI 

Copy Size: A3 to A6 (11" x 17 

Copy Speed: 46 copies/min. (A4) 
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MINOLTA CAMERA CO., LTD., Business Equipment Operations, 30, 2-Chome, Azuchi-Machi, Higashi-Ku, Osaka, 541, Japan 





Pakistan Allied Equipment Ltd. First Floor, Nelson Chambers, 1.1. Chundrigar Road, G.P.O. Box 680, Karachi-] Phone: 219338, 210146 
Philippines — Topros Inc. Topros Building, Banawe Cor., Atok St., Quezon City, Metro Manila Phone: 40-06-24, 49-49-21. Loc. 6,9 & 43 
Singapore X Minolta Singapore (PTE) Ltd. 10, Teban Gardens Crescent, Singapore 2260 Phone: 563-5533 

Taiwan Santa Office Machines Corp. 11 Fl. 75, Sec. 4, Nanking E. Road, Taipei Phone: (02) 715-5001 

Thailand Technical Supply Co., Ltd. 1808-1812 Kasemrat Road, Klongtoey, Bangkok 10110 Phone: 252-9155 to 7, 233-2064 to 5, 391-0215, 392-7412 
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... plus the Asia Yearbook 


here’s a new hotel in Hong Kong that starts 


twenty-five floors above the ground. Make the Asia Yearbook part of your Review 


’ . . 
l At harbour's edge in Central, with spectacular subscription. Simply tick the relevant space in 
views from every side, The Hotel Victoria takes the coupon below and automatically receive the 
Hong Kong's famous hotel-keeping to magnificent Yearbook. It gives you Asia minus the mystery. 


Minus the myth. A country-by-country survey of 
Asia. Everything from Finances & Currencies to 
Politics and Social Affairs. The only single; 
medium of its kind. 


new heights. 

Harbour views are available in over 
threequarters of the rooms, and book- 
ing choice includes fifty-six corner 
suites, plus eight penthouse suites with 
roof garden balconies. 

Luxuriously furnished, and includ- 
ing a special over-sized and business- 
like desk in most rooms, The Hotel 
Victoria also offers several fine restau- 
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Barbarous relic, but 
not a thing of the past 


By James Bartholomew in London 


Gold as an investment 
has been breaking a 
P| lot of rules recently. 
a There have been a 
Lir number of fashions in 
ZW. f. forecasting what the 
vcio | metal will do next but 

x CL all of them have faded 
away, when the correlations which had 
worked for a few years suddenly failed. 
The oil price was once regarded as the 
key. For a time, political uncertainty 
was considered the answer. Interest 
rates have sometimes been regarded as 
the crucial factor. Then the US dollar. 
All these fashions have had their day 
and been found wanting as 

dicators of where gold is 


"ng. 
e fashion of the mo- 
ment is to regard inflation as 
the most important deter- 
minant, of the gold price. 
The. argument goes that 
gold has been wiped out as 
an investment vehicle be- 
cause inflation has been 
wiped out. This, like all the 
pos fashions, certainly 
as its merits. The great at- 
traction of gold for investors 
in the late 1970s and early 
1980s was as an inflation 





x 
Krugerrands: fall g into place. 


since the heady days of 1982 has led to 
persistent increases in the amount of 
gold bought for use in jewellery. This 
demand rises as the price falls and has 
now risen to a level where, if the old cor- 
relations still worked, the gold price 
should start rising again. The countries 
which bought more in 1985 were India 
and the US, according to Consolidated 
Goldfields. Both of them were feeling 
prosperous — the Indian farmers after 
four years of good harvests. 

On the bearish side, it must be ad- 
mitted that 4.5% inflation is not of itself 
going to set the gold market ablaze. 
Another bearish factor could be in- 








hedge. That attraction is 
now vastly diminished with 
inflation in most advanced 
countries below 5%. 

But inflation is by no 
means the only factor to 
consider. Even some of the 
old fashions can be taken 

-of the wardrobe. On the 

lish side, the weakness of 
the dollar is a plus for gold. 
For the past three or four 
years, the dollar has been 
seen as the refuge currency 
for everyone from Arabs to 
Japanese to South Ameri- 
cans. Now that the dollar has been top- 
pled and could fall further, that position 
will probably be undermined. Gold 
could be a beneficiary. 

The continuing fall in US interest 
rates also is good for gold. Lower 
interest rates means a lower oppor- 
tunity cost for holding something like 
gold which does not produce any in- 
come. 

Meanwhile, US inflation is likely to 


rise in 1986, from the 3.5% level we have 


become accustomed to up to around 
4.5%. Thus even the current fashion for 
seeing inflation as the key to the gold 
price offers a glint of hope. 

The continued weakness of gold 
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REVIEWGRAPH by Frank Tam 


creased selling of gold by the Soviet bloc 
countries, especially by the Soviet 
Union itself. 


pinion in London is divided on 

this, with at least one major com- 
modities house (which wishes to remain 
anonymous) convinced that the Soviets 
are in the course of a big selling pro- 
gramme while others simply do not 
believe it. According to the former 
source, the Soviets sold between 300 
and 400 million tonnes in 1985. That is 
well above the normal annual average 
of around 200 million tonnes and 
dramatically up on the 1983 low of 93 
million tonnes (as estimated by Consoli- 





dated Goldfiefds). Clearly, sales of 400 
million tonnes would make quite an im- 
pression on a market where normal, 
total annual supply is around 1,450 ton- 
nes. 

But Consolidated Goldfields itself is 
deeply sceptical of these reports of 
heavy Soviet selling. The company be- 
lieves Soviet sales were only slightly 
heavier in 1985 than 1984. One thing is 
certain. Soviet income from oil is 
dramatically down. Not only is the price 
received for oil down but so is the vol- 
ume of oil which the Soviet Union ean 
spare for exports. 

The Soviet Union is the world’s No. 
2 gold producer. It is bad news for gold 
when such a country needs to raise cash 
fast. But on top of that, the number one 
producer has also been caught short. In 
mid-1985, South Africa arranged gold 
swaps amounting to some 200 million 
tonnes. This gold does not immediately 
come onto the market but it still has a 
psychologically depressing 
effect on it. 

Another bearish factor is 
the increase in gold being 
mined. The Hemlo mine in 
Canada has recently started 
producing. It is expected 
to extract 30 million tonnes 
a year. Meanwhile, there 
are a number of other re- 
cent finds which will come 
into production in the next 
few years, particularly in 
Australia and Papua New 
Guinea. 

The tussle between the 
bullish and bearish factors 
produced a deadlock in the 
second half of 1985. The 


metal mostly traded in 
a marrow range (about 
US$315-330 a od. 


Perhaps the deciding fac- 
tor in whether or not to hold 
gold in 1986 should be the 
relatively low risk. The 
downside potential of gold, 


d 


|a 
1985 


lI 1m especially in terms of the 


dollar, looks limited. The 
increased and still-increas- 
ing demand for use in jewel- 
lery provides a cushion for 
the gold price. 

The charts of the price of gold 
strongly support the idea that the bear 
market in US dollar terms is in the pro- 
cess of bottoming out — though in terms 
of the yen and the European currencies, 
the bear trend is continuing. 

That said, the bottoming out pus 
cess may take a long time. The best 
strategy could be two-pronged: to hold 
a nominal amount of gold now on the 
basis that the risk is low while waiting 
and watching until gold breaks out 
above its recent trading range before 
buying more. That means above the 
major resistance at US$343 a oz. Either 
way — do not forget gold. It will have its 


day again. oO 
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A fund of funds for 
the small investor 


| 





By Robert Cottrell in Hongkong 

The managed fund is a 
vehicle for the small 
investor to benefit 
from the expertise of a 
| large institution. The 
wide range of funds 
available to investors 
n s in most countries 
covers virtually any and all of the 
world’s major financial markets, in 
whatever combinations the inyestment 
manager thinks will attract subscrip- 
tions. Among current offerings from the 
larger fund-management companies are 
vehicles specialising in Japanese high 
technology, American small com- 
panies, speculative Asian situations, 
companies exposed to China, and Euro- 
pean recovery stocks. 

Virtually all managers offer broad- 
based funds whose remit is to invest 
anywhere in, say, Asia, the US 
or Europe. At a still more gen- 
eral level, managers such as 
Wardley Investment Services 
offer funds which may put their 
money into any type of liquid 
investment anywhere in the 
world. 

For the investor who pref- 
ers to delegate even the basic 
choice of investment vehicle, a 
concept now coming back into 
fashion is the “fund of funds,” 
a managed fund which invests 
only in other managed funds. 
Depending on local laws, a 
“fund of funds” might be al- 
lowed only to invest in other 
funds run by the same manage- 
ment group; or to invest only in 
funds run by other unrelated 
management groups. 

Fund managers make their 
money by charging a "ftont- 
end" fee to buyers of units, plus an an- 
nual commission — usually 1.25% of 
the value of the fund. 

If an investor is introduced to a man- 
aged fund by an agent or independent fi- 
nancial adviser, the front-end fee — 
typically 5-8% of the investment — will 
usually be divided between the fund 
manager and the intermediary. 

Managers like their funds to do well 
mainly because rising funds attract 
more investors, and more investors 
means a higher fee income. 

Because the managers do not them- 
selves take any capital profit or suffer 
any capital loss from the rising or falling 
values of their funds' investments, their 
immediate concern is not whether à 
fund will go up in value, but whether it 
will attract investors. A consequence of 
this is that most management groups 





will usually, and understandably, pro- 
mote most heavily funds which have 
been doing well in the recent past, and 
will launch new funds in markets which 
have already risen sharply — the im- 
plied message to investors being that 
something which has risen will continue 
to rise. 

Since this is, to put it mildly, not al- 
ways true, investors will often be better 
off choosing, from a reputable manage- 
ment group's portfolio, a fund which 
has been performing badly for the past 
year or two and is historically cheap — 
rather. than. one which, precisely be- 
cause it has recently been performing 
well, is historically dear. 

The initial choice of fund is particu- 
larly important because switching is ex- 
pensive. The combination of an initial 
fee, and the “spread” between the buy- 
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managed funds, but it does so only at its 
own managers’ discretion, and not at 
the request of investors. More active in- 
vestors looking for low-risk, short-term 
exposure to a particular market would 
be better off buying a single blue-chip 
stock through a discount broker. 

When it comes to sizing up the real 
benefits of investing through managed 
funds, the managers themselves are 
often their own worst enemies. They 
tend to emphasise in their promotional 
material the potential for extraordinary 
capital appreciation offered by an in- 
vestment in the appropriate one of their 
funds. In fact, beating the market is the 
area of performance in which most man- 
aged funds are notoriously weak. 

Of six funds monitored by the Hong- 
kong company Personal Financial Con- 
sultants (PFC) and including the de- 
scription “Hongkong” in their title, only 
one succeeded — and that by a whisker 
— in beating the 55.2% rise in the Hong- 
kong stockmarket's Hang Seng Index in 
the 12 months to 1 December 1985. 
would pay some enterprising house 
bring out a range of cut-price funds 
whose make-up simply mimicked given 


MANAGERS' RECOMMENDATIONS FOR 1986 


GT Global Technology 


ame ren 
Pin ri 


Wardley Private Capital 33% cash & bonds; 67% 


Sing.-Mal.; 35% HK; 23% _ 
Phils 


75% US; 25% Eur., Jap., Aust. 


Hi-tech is well-placed to benefit from recovery in US 
manufacturing output. Weaker US$ would help. 


Sing.-Mal. poise for some recovery; Thai. benefiting 
from capital inflows; ‘someupsidelsttinHk. < 7 
Flexibility to shift into bonds and cash important in 


equities (24% US; 24% Eur.; 12% || what may prove a difficult year for investors. 


_,| HK; 7% Jap.) 
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Proposed new "fund of funds" 
investing in other Gartmore 


.. | trusts 


M d EK 
AL m 


45% Pacific; 40% US; 30% Eur. 


= (i 5% geared ) 


Fidelity ! 
HK; 3.5% other 


ing and selling prices of most funds, can 
add up to 6-7% of the value of the 
underlying investment, so be prepared 
to stay with any fund for at least a year. 


his cost can be reduced by switch- 

ing between different funds offered 
by the same management group. For 
switches of this kind, most managers 
will charge the additional front-end fee 
at only half the standard rate levied on 
new customers. Again, an agent or ad- 
viser will stand to benefit from a portion 
of any switching fee paid by a client: so 
investors should be particularly wary of 
unscrupulous advisers who may suggest 
a change of fund more to generate new 
fee income for themselves than to bene- 
fit the client. 

A “fund of funds" is specifically de- 
signed to switch flexibly among other 


45% US; 38.5% Eur.; 7% Jap.; 6% 


HK exposure may be reduced in favour of other S.E. 
Asian markets now poised for a rebound in 1986. 


Diversity reduces risk; fund will. switch between 
markets to reflect prevailing opportunities. 


above-average 


erage risk but may yield major quick 
j gains. 5 ‘ dE rae 2 

High exposure to US, Eur. and HK, managers' 

favoured 1986 markets. Potential currency gains. 
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|| mean higher growth; fund well exposed to fastest- 

^. || growth sectors of economy. Lo o F LANE UR 
Good recent record; aggressive weighting toward 
Eur. markets left behind in 1985; managers still 
bullish on US. . 


Low-beta fund for investors cautiously optimis 
marketpositionsandgoodfinances. ^ - 





market indices, and which would out- 
perform on average at least half the ex- 
pensively managed competition. 

To invest in managed funds in search 
of go-go growth is to ignore their more 
valuable function, which. is the limita- 
tion of downside risk. Reputable man- 
agement institutions employ profes- 
sional analysts who can usually look 
more deeply into a wider range of com- 
panies than can the amateur investor. 

[Investment analysis is not much use 
when it comes to forecasting which com- 
panies are going to come up with the un- 
expected anouncements which make 
them the short-term, high-flying 
glamour stocks. of the market. It can, 
however, often sift out those companies 
which are fraudulently or incompe- 
tently managed, or in secular decline. 

Money placed in honestly managed 
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funds rarely doubles overnight, but it 
still more rarely vanishes altogether. 
The biggest losses for most managed 


funds are usually suffered on exchange- 


rate shifts rather than stock selections. 


he worst five-year performer chart- 

ed by PFC is the Gartmore Austra- 
lia Trust, with a 74% decline: the real 
damage was done by the 70% apprecia- 
tion of the US dollar, in which the fund 
is denominated, against the Australian 
dollar over^the five-year period. The 
best US dollar-denominated five-year 
performer, Hambro Pacific’s Japan 
Fund, was helped in its 185% rise by a 
5% strengthening of the yen against the 
US dollar over the period. 

The exceptional performance of 
most world stockmarkets over the past 
two or three years means that investors 
are likely to see at best slower gains dur- 
ing 1986, and may well see some sharp 
declines. Wall Street, Sydney and Lon- 
“9n indices all now seem to have over- 

ken underlying improvements in cor- 
porate profits, and to be relying on real 
and imagined takeover activity for their 
energy. 

Japan looks a surer long-term bet, 
not because its stockmarket is histori- 
cally cheap, but because its currency 
looks to be in a phase of long-term ap- 
preciation. Some analysts argue the 
case for recoveries in Singapore and 
Philippines stocks, but the choice is so 
narrow that a hardy investor would be 
better off buying directly into, say, 


HOW LAST YEAR'S 
SELECTIONS PERFORMED 

Æ _ (Ail funds US$ denominated) 

_ GT Global Technology Fund +12.9% 

GT South China Fund .| +26.5% 

_Wardley Nikko Asia Fund 25.6% 





































 Wardley Private Capital Trust _ +29.1% 
Gartmore HK & Pacific Unit Trust* +30% 
Gartmore deed Trust -4.8% 
Jardine Fleming Currency & Bond Fund +29% 
Jardine Fleming HK & SE Asia Trust | +30.6% 
elity Japan Special Situation 8.5% 
ality SE Asia Trust - | +1.9% 








_._ngkong dollar. ; 
Figures are for the 11 months to 30 Nov. 1985. 


Singapore Airlines and Development 
Bank of Singapore, or San Miguel and 
Philex Mining. 

The REVIEW has once again asked 
five fund management groups repre- 
sented in Hongkong to nominate any 
two of their funds which they feel will 
perform particularly well during 1986. 

. The choices are marked more by 
their diversity than by their common 
themes, though three of the five mana- 
gers — GT, Jardine Fleming and Fidel- 
ity — nominate at least one fund heavily 
weighted to US stocks. GT and Wardley 
are both bullish on the lesser Asian mar- 
kets, while Gartmore and again 
Wardley offer funds whose main selling 
point is the complete flexibility of the 
managers’ remit. The same group of 
managers made similar nominations at 
the start of 1985. oO 
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COMMODITIES K 


A strong enough brew? 
Indonesia hopes coffee dealing will perk up Incomex 


By Paul Handley in Jakarta 


C offee could be just the stimulant needed to inspire traders for the first time 
in Jakarta’s Stock and Commodity Exchange Building, where physical 





trading of coffee beans opens 9 January. The second commodity to be listed on — 


. the eight-month old bourse, coffee is virtually the country's only booming — 
commodity export and interest among traders in the exchange’s potential, ap- — 


pears to be quite high. 

But the timing of the opening of trade and that of the ripening of the crop 
do not coincide: the next crop will be ready for picking only in February, and 
present stocks are all in the hands of shippers committed heavily to foreign 
buyers. The drought that portends as much as a 50% fallin the 1 7 Brazi- 
lian coffee crop — the world’s largest — has resulted in strong demand for all 
stocks available among major exporting countries. 

In addition, Indonesia has just received a 135,000-tonne increase in ifs In- 
ternational Coffee Organisation export quota. Jakarta traders say this situa- 
tion makes it likely that little of the commodity will be available for trading on 
the home market for the next four to six months. 

Trading volume by the end of 1986, however, should overtake that of 
rubber — hit by a prolonged slump in world rubber markets and the lack of 
future-trading opportunities. Only a scant 2,000 tonnes of rubber have 
changed hands since the Indonesian Commodity Exchange — known as 
Incomex — opened in April 
1985. 

Trading of No. 4 coffee will 
be limited to three contracts — 


| 
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Yanda Mohammad, Incomex 
secretary. Contracts for the 
five-tonne coffee lots will be on 
the basis of spot delivery, two 
months forward and three 
months forward, deliverable in 
seven Indonesian ports. 

Unlike rubber, which trades 
in local and fob contracts, cof- 
fee will be limited to local con- 











tracts. The goal, Mohammad m æ onl | 
says, is to establish a realistic In- ete pee eamm 
donesian coffee price instead of dp J dug 
having farmers and small trad- UE "ES! UC 
ers dependent upon London = — — 


£ 


market prices they hear quoted 
over their shortwave radios. 

With this new listing, too, 
the government hopes to reduce the amount of speculative trading, basically 
coffee-futures trading, which goes on in re ional-marketing centres. Au- 
thorities recently threatened to withdraw the licences of traders known to be 
involved in futures trading in several commodities which include gold, soya- 
beans, peanuts and sugar. Futures trading was banned in 1977. 

Trading of coffee contracts will be held to morning and afternoon sessions 
twice a week, and the coffee exchange is limited to 30 seats, all of which have 
been already spoken for. 

Coffee traders say they expect little activity because it is already some 
seven months past harvest time. “Most of the stocks are in the hands of the 
shippers already, and they have stocks to cover their commitments for maybe 
two quarters,” said one. With the demand abroad high, he added, most of the 
shippers will be scrambling to cover their longer-term commitments (more 
than six months away), and that will ieave few bags of coffee beans in the 
hands of the traders to speculate. 

More encouraging to them would be the availability of true futures con- 
tracts on the market, the traders add. Mohammad says this is a definite possi- 
bility within 1986, for either rubber or coffee. Incomex plans as well to bring 
one more commodity onto the exchange by the end of this year. So far, how- 
ever, the new commodity has not been decided upon. 


Jakarta Stock Exchange: added stimulant. | 
— ————À 
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The life of Richard Hughes spanned nearly eight 
decades, most of them spent as one of Asia's leading 
foreign correspondents. And Hughes' world was 
peopled by the memories of those decades. 


It was a world of the hilarious ...like Prince Noro- 
dom Sihanouk's white elephant, which attacked a 
tiny red bus full of tiny Red acrobats from China. 


It was a world of the macabre ... like the Teikoku 
poisoner who massacred a bank's staff for a haul of 
US$800. 


It was a world of the touching .. . like the slave 
children of old Shanghai, plunging pathetic, claw- 
like hands into vats of boiling water to prepare silk 
cocoons for spinning. ' 

Hughes saw and reported it all. This selection from 
more than 10 years of his regular column in the Far 
Eastern Economic Review takes the reader on the 
trail with the original Barefoot Reporter. 
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ng's longer-running 
largely resolved with 
ment that Hongkong and 
g Corp. (HSBC) dep- 
€ Purves will succeed 


cots realism, and has had plenty to do 
learing up the messes left by the back- 
ng for Carrian and the "money no ob- 
ect" new headquarters. 

But if Sandberg's mistakes have 
harmed the group's image and drained 
resources which could have helped ex- 
ansion outside Hongkong, his strategic 































_, ,Jinking and entrepreneurial instincts - 
have: paid. off. Notably, the cheap ac. | 
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quisition of Marine Midland, which has 
made HSBC a global bank, and on à 
lesser scale, its efforts to get into Aus- 
tralia, with risk-taking lending by 
¿4 Wardlev being rewarded, indirectly | 
| with a licence for HSBC. Cee te 
| Purves will need some strategic goals 
and neat political footwork if he is to 
maintain the bank’s Britishness and its 
profit-growth record in the face of poli- 
tical change in Hongkong, the difficulty: 
of buying banks elsewhere and the 
global trend to securitisation. The focus | 
of attention, however, may not be, as is | 
often supposed, the issue of its market - 
share in Hongkong vis-à-vis the Bank of - 
China group, but the nationality ques- 
on. Its management is British to the: 
core, but its ownership is predominantly 








local Chinese. - 


Will a Chinese version of Malaysia's 








ras — in alliance with "patriotic" | 
treholders — eventually stage a coup, | 
ala Sime Darby? Or will the bank diver- - 
"Sify its shareholding as well as asset base | 
by using its paper for a big takeover | 
overseas? Meanhile, it would do well to | 
become a company like any other, not | 
one incorporated under its own Hong- 
. kong ordinance. | | 
© HSBC is fighting fit compared with 
“not a few banks in the territory, particu- 
‘larly some connected in one way or 
-another to China. The Overseas Trust 
Bank (OTB) fiasco has turned out even - 
'igger than the likes of Shroff had im- 
gined. Losses turned out to be 
HK$3.05 billion (US$391 million) for 
the year ended June 1985. This must be 
¿a loan-loss record, which has had to be 
illed with more than HK$2 billion of 
ublic money. With that kind of public 
money invested, one would have 
hought that the directors would be 
ather more forthcoming about what | 
appened. And why, so far at least, 
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money apparently went? 

They have also allowed former au- 
ditors Coopers and Lybrand (C & L) to 
sneak away. Instead of being: publicly 


| sacked for persistently giving a clean bill 


of health to this can of worms, they re- 
signed quietly without the public being 
informed. Meanwhile, C & L’s senior 
partner, race-horse owner, friend of the 
family and promoter of American Ex- 
press cards, Sanford Yung, has gone 
onto bigger things — the Basic Law 
Drafting Committee (BLDC). 

While on the subject of Yung, 
SHROFF is reminded that he is one of the 
liquidators ofthe Eda group, with which 
Carrian was associated. Placed on the 


| board of numerous Eda subsidiaries 


being liquidated was one David Pyott. 
The said Pyott, then a practising solici- 
tor, now editor of the newsletter Target, 
acted for parties close to Bank Bumipu- 


| tra. He was recently named as a co-con- 


spirator in charges brought against 
former Bank Bumiputra and Carrian 
executives, ore 7 

@ MEANWHILE, over at the Basic 
Law Consultative Committee, vice- 
chairman Philip Kwok is apparently ex- 
pecting outside shareholders in family- 
controlled Wing On Holdings (WOH) 
to come to the rescue of Wing On Bank 
(WOB), which he and his family have 
run into the ground. It is only seven 
months since WOH had to cough up for 
a HK$120 million rights issue by the 
bank. There were no indications then 
that further huge loan write-offs might 
be in the pipeline. How much the 
boards (Kwok is chairman of both com- 
panies) knew at that stage is conjecture. 
So, too, is how much of the rights issue 
which WOH underwrote ended up 
with WOH. No one has bothered to 
tell the. shareholders. But market 
sources suggest that the family mem- 
bers were not keen to dig into their 
pockets. So WOH probably has 75% of 
WOB. 










by 198 





| 
| 
| 
| 
| 
| 


; because the influential David Li, BL 
| vice-chairman and Bank of East 4 


| is advising Ka Wah Bank. But there 


The Hang Seng Bank: 
the bank is obviously wc 
WOB. But it must be asked 

| f the non-fa 










in the interest < 
holders in W 
ject yet more m 
to Hang Seng: B. 
ment to bail out? As 
the Hang Seng Bank deal 
Kwoks, who ought to abstain 
issue, will vote in favour. H loo 
though shareholders are suffering ag 
to save face for the family. 

It is not as though WOH is in es 
cially good shape itself, with a subst 
tial debt load and the need to make pi 
visions against associates as well ; 
WOB. Schroders are supposed to bea 
vising WOH, but one gets the c 
impression they have been actin: 
Kwoks, not for shareholders at 
there is no non-Kwok, non-exe 
representation on the board. 

Meanwhile, it is also worth ask 
what political maverick T. S. Lo ¢ 
Legco member Stephen Cheong th 
of the mess. Both these Basic La 
luminaries. are on the WOB boar 
Shroff is confident that they could a 
sure that, contra OTB, there were n 
big losses on loans to companies of the 
Kwok family and friends. - 
è THE WOB problem has atleast 
handled cleanly and with despatch sir 
the extent of its problems beca 
known, Not the same can be said al 
the restructuring of Ka Wah Bank's 
ital- It is several weeks since Ka ` 
Bank was suspended from trac 
pending a capital restructuring — w 
just happened to coincide wit! 
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h the 
Electrocution of the Singapore: a 
Kuala Lumpur stockmarkets in whi 
the Low brothers, who control Ka W 
Bank, are involved. 


Conference member Deacon C Hn 
and in bed with the Panin group, 
mention just two, are getting ha 
nosed? How high is the price of “st: 
ity and prosperity”? 

This one will probably work if 6 


boss, is involved — East Asia Warb 





seems little reason for continued 


S 
pension which is supposed to be a tem 
porary phenomenon to prevent false: 
| markets, not to keep the public locked. 
9— when | into over-priced shares. 
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Slower growth for 1986 


he State Bank of Pakistan (the 

central bank) in its recently released 
annual report for fiscal 1985 (ended 30 
June 1985), points to certain “basic 
structural weaknesses" in Pakistan's 
economy. There is *a large deficit in the 
fiscal operations of the government, a 
widening gap in the balance of pay- 
ments, and substantial imbalances be- 
tween investment and national sav- 
ings.” Despite the impressive 8.4% 
gross domestic product growth during 
the year, there has been no improve- 
ment in those areas. “These problems 
are inter-related and arise from our ef- 
forts to live beyond our means.” 

Independent economists. question 
the bank’s claim that economic per- 
formance was impressive in 1985. “It 
appears so only as compared to 1984, 
when poor performance by agriculture, 
reduced foreign-exchange earnings, 
and mounting debt-servicing problems 
reduced the GDP growth to 3.5%,” one 
said. 

GDP growth in fiscal 1986. is pro- 
jected to slow to 6.5%. Agriculture is 
likely to grow 5.3%, industry 8.7%, 
construction 8.4% and services 6.3%. 

The government budget deficit 
spiralled to an all-time peak of Rs 38.3 
billion (US$2.4 billion), which was 
40.6% over the estimates for 1985. The 
massive deficit was caused by a shortfall 
in revenues, coupled with a substantial 
increase in the government's expendi- 
ture in non-productive sectors such as 
defence. To cover the deficit, the gov- 
ernment expanded its deficit financing 
to Rs 18.3 billion, more than tripling the 
1984 deficit financing of Rs 5.8 billion. 

The tremendous pressures such a de- 
ficit exerted on the economy, including 


ret | 


H 30 Sept. | ¥15.09b 
(US$74.5m) 


Toray 











Corp. 


—HK$3.05b 
(US$391.0m) 








(Hongkong) 


Y 30 June 


H 30 Sept. 










NZ$39.4m 


(US$19.4m) 


Carter Holt 


i Harvey 
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6c 
(12€) 
+4 NZ$594.8m +15 n.a. 
(US$293.0m) (n.a.) 
NS H 30 Sept. | NZ$36.2m NZ$443.5m n.a. Profit of NZ$70m forecast for full year, incorporating newly 
(US$17.8m) (US$218.5m) (n.a.) acquired Alex Harvey Industries. Downturn in orders 
| (New Zealand) expected after March 1986. 


| a Y = year-ended. H- halfyear. *Not comparable as company has taken over Alex Harvey Industries during period. 


a credit squeeze on commercial-bank 
lending to private business, led to strong 
criticisms of the government. To placate 
critics, the government has pledged that 
there will be no deficit financing during 
fiscal 1986. The monetary expansion 
was kept at 11.8% by a heavy drawdown 
of Rs 18.9 billion on foreign-exchange 
reserves. 

Pakistan's balance-of-payments prob- 
lems are intensifying. In US dollar 
terms the current-account deficit rose to 
US$1.609 billion in 1985, up from 
US$997 million in 1984, mainly because 
of a US$190 million decline in export 
earnings to US$2.48 billion and a US$375 
million reduction in home remittances 
by Pakistanis working overseas. 

Exports in 1986 are estimated at 
US$3.1 billion. Actual exports in the 
first five months (July-November 1985) 
of fiscal 1986 were US$1.097 billion, up 
from US$880 million on the comparable 
period of fiscal 1985. 

Heavy customs duties and a slow- 
down in some sectors of the economy 
kept imports down 
to US$5.9 billion, a (— ; 
shade lower than | 
US$6.212 billion in A 
1984. Actual imports 
in the first five months 
of fiscal 1986 were 
US$2.2 billion, com- 
pared to US$2.208 
billion in the same 
period of fiscal 1985. 
The terms of trade 
index (1980-81 100) 
fell to 91.98 in 1985 
from 93.4 in 1984. 

Foreign-exchange 
reserves plummeted 
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from US$2.5 billion in June 1984 to US$1.2 
billion in June 1985 and to US$613.5 
million as at mid-December 1985. 

Rapidly rising defence and other un- 
productive spending, and essential 
development being undertaken by the 
country as revenues fell short, have 
made it necessary for Pakistan to meet a 
third of its expenditure by external and 
domestic borrowing. Its servicing of 
foreign debts of US$12.6 billion alone 
now annually costs US$1 billion. 

Despite the mushrooming of the 
bureaucracy, ostensibly engaged in pro- 
moting exports, the actual ratio of ex- 
ports to GDP declined from 8.9% in 
1984 to 7.9% in 1985. The Commerce 
Ministry is now engaged in a major 
exercise of handing over a substantial 
part of Pakistani foreign trade to multi- 
nationals engaged in countertrade. 

The gross national savings in 1985 
fell for the second consecutive year. TE 
flow of net external resources rose froi 
Rs 13.9 billion in 1984 to Rs 26.5 billion 
in 1985 to fill the gap. The decline in na- 
tional savings is attributed to the state 
sector, where these fell from Rs 8.6 bil- 
lion in 1984 to Rs 1.9 billion in 1985. The 
ratio of domestic sav- 
ings to GDP touched 
a nadir, declining 
to 3.9% from the al- 
ready dismal 4.3% in 
1984, as heavy taxes 
continued, prices 


spiralled, and the 
capacity to save and 
enerate investible 


funds declined. The 
new budget for fiscal 
1986 will provide 
some relief in taxes 
but results, if any, will 
be delayed. 

— Mohammed Aftab 


REVIEWDIAGRAM by Andy Tang 





COMPANY RESULTS 


% change % change | Dividend 


+11.7 


¥405.21b 
(US$2.0b 


+1.9 n.a. 


















Group net profit forecast to be X 15b and current profit ¥32b 
for full year on estimated sales of Y 820b. 


) 
“| H30Sept. | Y 18.43b +7.6 ¥7.2t +12.5 n.a. Domestic sales rose 5.2% from year earlier, while exports 
(US$91.0m) (US$35.6b) (n.a.) increased 9.9% and imports gained 38.2%. 


Net loss after transfer from reserves of HK$210.6m 
compared with previous year's profit of HK$53.44m. Current 
assets down to HK$6.4b from HK$10.95b, under govern- 
ment control since becoming insolvent. 


Earnings affected by strengthening of NZ$. Intends to 
withdraw from underwriting insurance in Fiji at year-end. 
Profit forecast for full year at NZ$80m. 
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BUDGETS 


The long and short of it 


Japan shifts emphasis in future spending and funding 


By Charles @mith in Tokyo 
J apan's budget for fiscal 1986 (begin- 
ning on 1 April), approved by the 
cabinet on the last business day of 1985, 
incorporates an ingenious compromise 
between advocates of fiscal austerity 
and the growing body of opinion in the 
government and the ruling Liberal 
Democratic Party (LDP) which feels 


that the economy is badly in need of 


stimulus. 

As has been the rule for the past 
three years, “general-expenditure” 
items in the main budget have been set 
at almost exactly the same level as in 
1985 — with increased spending on de- 
fence and foreign aid balanced by cuts in 

ems such as pensions and measures for 
„nall business. 

The Fiscal Investment and Loan Pro- 
gramme (FILP), however, 
which is financed out of 
post-office savings funds 
rather than tax revenue, 
will be sharply expanded, 
with an emphasis on public 
works. The overall impact 
of the budget package is 
expected to be stimulat- 
ory, though not necessar- 
ily to the extent needed to 
realise the government's 
1986 growth target of 4%. 

From the viewpoint of 
the Ministry of Finance, 
the budget entails another 
unfortunate compromise, 
in that it will not be possi- 
| bleto realise the ministry's 
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target of reducing the issue of deficit- 
covering bonds by ¥1 trillion (US$4.9 
billion) from the 1985 level. The gov- 
ernment has been cutting back on its 
bond issues by roughly this amount 
every year since 1981, with the ob- 
ject of achieving a balanced budget in 
1990. 

But during the coming year, tax re- 
venue will not grow rapidly enough to 
make the target attainable. An ironic 
reason for the slower growth of tax re- 
venue is that Japan's very low rate of in- 
flation will reduce nominal gross na- 
tional product growth next year to a 
point only slightly above the targeted 
4% real growth rate. 

The decision to step up spending 
on major public-works projects — in- 


| % change § 
f from 1985 $ 





EFFECTIVE EXCHANGE RATES 


Weighted for 1984 trade with the countries shown plus the US and Canada and 14 European countries. Figures are for the week ended 28 Dec. s 





D 
(weekly values) 





cluding the building of a road bridge 
over Tokyo Bay — received a warm 
welcome from the LDP, which has 
been lobbying intensively for more 
spending on capital projects. A 
spokesman for Keidanren (the or- 
ganisation representing Japanese big 
business), however, told the REVIEW 
that the budget was an unsatisfactory 
compromise. 

Keidanren leaders feel that the gov- 
ernment is attempting to paper over the 
real economic problems facing Japan by 
shifting the burden of public-works 
financing away from the main budget, 
where it really belongs. Both the bond 
issues used to finance the budget and 
the post-office savings that provide the 
backing for FILP programmes repre- 
sent real government liabilities accord- 
ing to Keidanren. 

Apart from the controversy over the 
expansion of the FILP, the budget has 
come under fire for the preference ap- 
parently given to defence spending 
over overseas aid. The defence bud- 
get is scheduled to rise by 6.5895, 


but this figure excludes some X 14.4 


billion in increases in 


personnel costs which 
are. expected in mid- 
1986. 


Inclusion of these costs 
in the defence budget 
would result in a 7.04% 
rise in expenditure — mar- 
ginally higher than the 
7.0% budgeted for for- 
eign aid. A larger expan- 
sion of spending on de- 
fence than on aid marks a 
departure from the tra- 
ditional pattern of bud- 
get making, though both 


items have traditionally 
been given favourable 
treatment. o 


JOEL BARRY 
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lalavsia managed to chalk up gains. 






WA KONG: Sluggish and cautious trading 
minated the market in a period when most in- 





n vacation. There was a scarcity of bullish news 
- Dragonair's failure to win government permis- 
on to fly the prized Peking and Shanghai routes 
a shadow on one of its shareholders, Sir Yue- 
Pao's Eastern Asia Navigation. Disappoint- 
sults from Sime Darby's Hongkong flotation 
the announcement of the resignation of 
ngkong and Shanghai Bank chairman Michael 
idberg greeted the market after its Christmas 
t, but with the New. Year holiday just round the 
", punters were reluctant to-take fresh initia- 
The Hang Seng Index closed 10.21 points up 
period at 1.730.327 © 















0: The Dow Jones Average hit a record 
f 13,113.32 points on 28 Dec., bringing gen- 
y uneven vear-end trading to a surprise finish. 
intic- buying of bio-tech and hi-tech shares 
e the market up. Overall, the domestic-de- 
and theme commanded most investor interest. 
ncials showed signs. of mimicking their coun- 
arts’ rise on Wall Street. Daily trading aver- 
304.4 million shares. The Tokyo rally was ex- 
ed to be short-lived, considering that the mar- 
was still shakv as a result of the bond-futures 
market collapse. Bluc-chip electricals continued 
igh but analysts feared a correction soon, — 


















































nce following a three-day trading suspension at 
beginning of December, the market witnessed 
odicum of price recovery during the holiday- 
ied period, with newly listed Malaysian 


stocks list and closing slightly higher. Inde- 
able. speculative counters such as Antah 
wed some rebound while Raleigh, Roxy and 
e Darby (among the more prominent listings) 
shares daily, valued at M$12.16 million (US$5 


iid continuing poor sentiment. - 


NGAPORE: Amid quict trading averaging 8.3 





n) daily, the market improved slightly with in- 
stors responding favourably to Finance Minis- 


ate and personal income taxes. Although top- 
ng the most active list again, newly listed Singa- 
re Airlines went against a generally improving 
id. by dropping at one point below S$4 — more 
S$1 under par. Federal Flour Mills and prop- 
-based Metroplex did poorly but some selec- 
€ bargain-hunting lifted stocks with fundamen- 
$ — such as Perlis Plantations. 











\USTRALIA: Share prices “moved: ste adily up- 





ch 997.2. Strong rumours of a partial bid by 
bert Holmes à Court for market leader Broken 









ials Index notch up. 










ear-end optimism 


[OST markets in Asia gained ground in the period to 28 Dec. in a traditional effort 
close the year on a cheerful note. Even the depressed markets of Singapore and 


1i interes 


gained. Trading was light, averaging 7.6 mil- - 
lion). Most brokers expect a hesitant recovery - 
llion shares worth $$15.87 million (US$7.5 mil- . 


r Richard Hu's statement predicting a fall in cor- - 


ards during the period's three-day trading, with. 
All-Ordinaries Index gaining 10.6 points to 


Proprietary was one factor helping the All-In- - 
13.9-point gain to 








aduana i n 


1472.7. The resources sector also shared in the 
| gains, with the All-Resources Index up 7.9 points 


tors took advantage of the Christmas lull to go | at 630.2. Traditional end-of-year optimism was 


reinforced by advances in share futures prices. Ef- 
forts by fund managers to dress up portfolios for 
end-of-year reports were also positive influences. 


NEW ZEALAND: There was a general lack of in- 
terest inthe final two trading days before Christ- 
mas, Profit-takers dominated the quiet trading. 
whittling a mere three points off the Barclays 
Index which closed the period on 24 Dec. at 
1,907.89. 


SEOUL: The Seoul Stock Exchange closed the 
year with feverish trading on 26 Dec. Buying fo- 
cused on car and electronic shares, pushing the 
composite index to 163.37, up 5.08 points over the 
previous period, and representing the highest 
level in 1985. At more than 56.7 million shares on 
a daily average, trading volume during the three- 
day period represented an increase of 22 million 
shares over. the previous period. Analysts attri- 
buted the heated trading to continued effects from 
a convertible-bond flotation overseas and bright 
prospects for 1986 car exports. On the last day of 
trading, more than 68.4 million shares, valued at 
Won 66 billion (US$74.2 million) changed hands. 


BANGKOK: Reversing its earlier trend, the Secu- 


| rities Exchange of Thailand staged an impressive 


KUALA LUMPUR: still dogged by poor. confi- | 


advance in the period. Opening lower, stock 
| prices gradually moved up on Christmas Day and 
slowly strengthened throughout the rest of the 


issues picked up in tandem. The announcement of 
rest rates cut across the board boosted most 
stocks. And despite heavy profit-taking. the Book 
Club Index closed the period with with a big gain 
of 2.46 points at 122.60. Boosted by direct and big 
deals, tle Weekly turnover shot up to Baht 352.26 
million (US$13.1 million) for the 3.23 million 
shares traded. — i 


MANILA; A series of sizable transactions on 


Philex Mining, capped on 27 Dec. by a sale worth 
P28.2 million (US$1.5 million), boosted turnover 


were not enough to offset. drops in other mines. 
The mining index shed 6.63 points to close at 721.2 


gained 0.38 and 0.051 of a point respectively to 
close at 160.86 and 0.859. | | 


TAIPEI: The market regained its upward momen- 


domestic banks baulking at accepting big depo- 
omy continued to flow into the market. All special 
cement issues leading the way. Average d: 


transactions were worth - NT$1.66 - 
.(US$4L. S million. —  .. as 





period. Led by cement counters such as IFCT, - 
Mah Boonkrong and Siam Citizens Corp., other: 


in an otherwise dull period. However, trades on ` 
Philex, reportedly sparked by positionings for |] 
board control in the diversified mining company. | 


while the commercial-industrial and oil indicators - 


tum as the weighted price index climbed 16.53 |. 
points on the period to close at 835.12. With ` 


sits, the large amount of idle capital in the econ- 


. càtegories rose during the period, with paperand .| | 4 





24Dec. — 


1l. 25 Dec. i 


26 Dec. _ 


27 Dec. eeen 


28 Dec. 





Week's change ___. 
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LETTER FROM DINBYCI H 


here appears little to associate this 

solid, typically Welsh town with 
Southeast Asia, apart from the occa- 
sional Chinese takeaway or exotic 
poster sellotaped to 
doors. Set atop a hill in the lush Vale of 
Clwyd, Dinbych (known to the English 
for centuries as Denbigh until the mod- 


ern resurgence of the Welsh language 


dictated a reversion to the Celtic) was 
formerly the county town of Denbigh- 
shire. Then, in the early 1970s, the Bri- 
tish Government revamped the ancient 
county boundaries, expanding, con- 
tracting and creating new local au- 
thorities. The territory over which Den- 
bigh once presided, was split into the 
new counties of Gwynnedd to the east 
and Clwyd to the west, though the es- 
sence of the town's character was left in- 
tact. 

Dinbych is a quiet market town of 
8,000 inhabitants; a settlement of stout, 
stone-built houses and shops, crowned 
by the ruins (imposing only from certain 
angles) of a 13th-century castle built by 
the English invader, Edward I. Its nar- 
row streets seem to preclude heavy traf- 
fic but, though well off the beaten 
tourist track, they nevertheless become 
congested during the summer months as 
refugees from the nearby North Wales 
coast escape into the hinterland. Like 
most places, it is seen at its best off-sea- 
son. 

From the small crown of the hill, the 
town has spread outwards during the 
20th century and now spills lazily onto 
the surrounding plain. There is little in- 
dustry in Dinbych and what exists is 
lightweight. To the west, a mile or so 
from the centre of town, an example of 
the ubiquitous, brick-faced and plastic- 
clad British industrial estate has ap- 
peared — set, rather pleasantly, amid 
green trimmed lawns. And it is in this 
unlikely setting that a family business, 
T. Norbury & Co. originally from Man- 
chester, has resettled. 

Unlikely because T. Norbury manu- 
destination-indicator blinds 
which are used for public transport sys- 
tems in places as far-flung as Oman, 
Kuwait, India, the Philippines, Hong- 
kong and Australasia, as well as supply- 
ing many European countries and an es- 
timated 75% of the British market. The 
company is run by Mike Norbury, the 
grandson of a Manchester textiles con- 
verter, who formed a limited company 
in 1914 to import raw cotton for conver- 
sion into woven fabric before resale. 

In the course of this business, Nor- 
bury's grandfather began supplying cot- 
ton tracing cloth (woven cloth with a 
fine china clay filling) to another com- 
pany operated by his two brothers. The 
cloth was destined for use by Manches- 
ter Tramways as indicator blinds to re- 
place the cumbersome sign-written 
boards, still in use up to that time. For a 


76 
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number of years, this arrangement 
worked well, until the brothers set up a 
rival company on the outskirts of the 
same city. 

The two companies competed through 
both world wars for a growing business 
of cotton for indicator blinds and for the 
finished blinds themselves, first for the 
British and then for European markets. 
Such conflicting interests caused family 
friction to the point where Norbury in- 
herited his grandfather's business while 
Norbury's father took on the company 
owned by his two uncles. It was only 
after his father's death, two-and-a-half- 
years ago, that Mike Norbury suc- 
ceeded in drawing these conflicting in- 
terests together. 

During the years, raw materials and 
methods of production have changed. 
Cotton has given way to polyester films 
which are lighter, tougher and „ee 
more durable, while production ; 
rocesses have progressed from 
and-cut letters and a slow 
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Norbury with Hongkong destination blind: family business. 


photographic process to a graphic com- 
puter, which cuts the Roman alphabet 
from a plastic screen at the touch of a 
button, and silk-screen printing. But the 
sense of a close family business re- 
mains. 


he company’s first connection with 

Britain’s territorial interests in South- 
east Asia was through Hongkong Tram- 
ways. Then, as now, many of the compo- 
nent parts for the tramway system came 
from Britain but Norbury does not re- 
member exactly when the association be- 
gan. He does, however, recall supplying 
destination blinds in the 1950s for the post- 
war fleet of Hongkong trams being con- 
structed during that period to replace 
losses incurred during the Japanese oc- 
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cupation of the terri- 
tory. The close re- 
lationship still exists 
and, like many other 
things related to the 
trams, little — has 
changed. Hongkong 
Tramways still uses 
blinds manufactured 
to the original clay-filled cotton specifi- 
cation, the English and Chinese charac- 
ters are still hand-cut from dies sup- 
plied by the Hongkong company and 
hand- -placed in Dinbych on the reel of 
cloth prior to printing. 

The company benefits from its spe- 
cialist nature. Frequently, business has 
grown through existing relationships 
with British or European coach-build- 
ing organisations. Through just such a 
relationship with Metro-Cammell, Nor- 
,bury also supplies Hongkong's Mass 


A Transit and Kowloon & Canton rai 
; ways. Blinds for both companies a: 


produced in compliance with a parti- 
cular house-style and full artwork 
is provided by the individual cor- 
poration. In both cases, modern 
polyester sheet has replaced cot- 
ton, but the hand-cut, hand- 
placed production technique hn 
mains unaltered: even Norbury' 

raphic computer cannot han le 
ame characters. The same 
problem exists with Arabic 
characters for blinds supplied to 
the bus companies of Oman and 
Kuwait. 

In more recent years, Nor- 
bury’s presence in Southeast 
Asia and Australasia has widen- 
ed by virtue of the same rela- 
tionships. Orders for the new 
Metro underground system in 
Manila, for instance, are being 
handled through Les Ateliers 
Lemaire-Schroyens & Cie, s 
pliers of the rolling sto 
Again, artwork for the full desti- 
nation blind is forwarded from 
the authorities in Manila for , 
printing at the Dinbych works. 
And Norbury continues to look ahead. 
The company has already supplied 


-blinds for Adelaide and Melbourne 


buses through Thorn-EMI, a group fab- 
ricating automatic, computerised units 
which enable drivers to alter the desti- 
nation window without leaving the cab. 
The viability of supplying such a pack- 
age is being investigated. 

But every order does not smack of 
progress. Norbury still supplies reels of 
clay-filled cloth, to be hand-painted at 
their city of destination, for use by vari- 
ous Indian Government transport com- 
panies. The material is processed and 
filled in Britain much as it was in 1914, 
from raw cotton imported from abroad 
— ironically, much of it from India. 

— Alan Gooch 
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Asia is home to more than half of mankind. Every day, 
events are happening here that not only shape the re- 
gion's future but affect the entire world. The Asia 1986 

earbook does more than cover these events — it com- 
. les, analyses and interprets them. No businessman 
can afford to ignore them. Nor can any professional or 
scholar or anyone who has dealings with Asia. Decide 
for yourself whether any other single medium puts the 
economic, social and political realities of Asia at your 
fingertips as does the Asia Yearbook. 


Now In Its 27th Edition 

The Asia 1986 Yearbook, now in its 27th year, is bigger 
and more comprehensive than ever before. Matching 
the rapid pace of Asian development, it goes into great- 
er detail, with greater insight — a book which everyone 
who needs to know about Asia must have on the book- 
shelf. 


Features 
The Asia 1986 Yearbook includes two new chapters — 
covering a historic year in South Asia, and analysing US 
involvement in Asia — but you will find familiar chapters 
d features as well: a portrait of The Region, The 
ruwer Game, Population & Food, Development Banks, 
Asian Finance, Asian Investment, Commodities, 
Energy, Aviation, Shipping, Fishing, Trade & Aid, the 
Pacific, Asian & Pacific Organisations, and a round-up 
of the year's news stories. 


As in the past, the Asia 1986 Yearbook has an abun- 
dance of charts, tables and graphics to illustrate the 
material, including a full military profile of each regional 
country. 


The main body of the book contains chapters on 31 
countries, ranging from Afghanistan to Japan, from 
China to New Zealand. 


Country-by-Country Analysis 

Each country is discussed with up-to-date reviews of its 
Politics and Social Affairs, Foreign Relations, Economy 
and Infrastructure, complete with a map and lists of 
leading public officials. The Asia 1986 Yearbook gives 
you localised, first-hand information on everything from 
market potential and population trends to foreign aid in- 
volvement and social and cultural landmarks. Each 
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Announcing The Ail New 27th Edition 


We give you Asia, 
minus the mystery, 
GEW minus the myth: 

— Asia 1986 Yearbook 





country chapter has a Databox giving essential vital 
statistics. And there is also a statistical round-up com- 
piled against a master questionnaire provided by Year- 
book experts. 


How We Did It 

Published by the Far Eastern Economic Heview, the 
Asia 1986 Yearbook is the result of thousands of man- 
hours of work during the year. Every week, the Review's 
correspondents file on-the-spot reports from every 
major Asian capital and every area of interest through- 
out the region. This leading team of writers, analysts, 
experts and research staff contribute (as they have reg- 
ularly for 27 years) to keep the Asia 1986 Yearbook on 
top of events. To give you Asia minus the mystery, 
minus the myth. To give you Asia as only the Far East- 
ern Economic Review can. 


Soft Cover: HK$170/US$23.95/£20/S$49.50/M$56.50 
Hard Cover: HK$200/US$27.95/£23.75/S$58.50/M$67 
For airmail delivery, please add: 
HK$55/US$7/£5/S$15/M$17.50 per copy. 


D 1 


To: Publications Division, 
Far Eastern Economic Review, 
G.P.O. Box 160, 
Hongkong 


FarEasternEconomic 





Please rush me copy/copies of the Asia 1986 Yearbook as 
indicated. | enclose a cheque/postal order for — .— . A.  Á AM. 


Asia 1986 Yearbook (Soft Cover) 
Price: HK$170/US$23.95/£20/8$49.50/M $56.50 each 


No. of copies — . [] by surface by airmail* 


Asia 1986 Yearbook (Hard Cover) 
Price: HK$200/US$27.95/£23.75/8$58.50/M$67 each 
by surface 


No. of copies by airmail* 


*For airmail delivery, please add: 
HK$55/US$7/£5/S$15/M$17.50 per copy. 
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Balance 


Regardless of culture, balance is a requirement 
universally acknowledged by man. 

It is balance that makes a1 1ything work. 
The balanced proportions of a Grecian urn 
The balance of color and drawing, line and 
volume, light and shadow in a Renaissanc: 
painting. The balance in our bodies even. Or, 
for that matter, the whole of creation 

lhe Nissan Laurel with its electronically 
controlled automatic transmission is an emi 
nent example of how the principle of balance 
can be effectively applied in contemporan 
automotive technology. It’s a well-rounded 
car in every way 
Equipped with 


a microprocessor, 








i 
the electronicalh 
controlled auto 

matic transmi sion 
a marvel of precision, 

Nissan S electroni- —— = setting the shifting schedule 

cally controlled to “P rp" «p "ps ugue 

automatic transmis. tO Power | *conomy in accordance wit] 
sion provides prevailing con ditions 

extremely precise That way, you have just the right power at 

all-gear lock-up and ‘oe D i : 

shifting schedule Every moment. No more, no less. And you hav: 


it along with optimum fuel economy an 
quiet, unvaryingly efficient operation. 

The Nissan Laurel treads the fine line 
between power and grace, beauty and func 
tion, driving ease and dependability. It has 
balance in its engine - transm ission, its body 
design and engineering, its remarkably stabl 
running performance. 

And it succeeds because it has that intangi 
ble yet very real quality that makes a Nissan 
what it is— The Nissan Dimensio1 


Quali ity in motion 
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Quiet, understated luxury. 
Yes, the style and service 
for which Westin are renowned 

returns to Singapore — in 
exciting Raffles City, the 
crossroads of the business and 
shopping districts. 

The Westin Plaza will 
house the most tastefully 
decorated rooms in 
Singapore. Space and 
amenities will surprise even 
the most discriminating 
traveller. They include a fully 
equipped 24 hour business 
centre, a multi-tiered 
shopping promenade, and a 
health and sports club with 


wage six tennis courts, four squash 


courts and two swimming 
pools. 

Each of the eight 
! restaurants and lounges will 
provide the finest dining and 
entertainment in Singapore. 
From Chinese and Japanese 
to Italian and French cuisine. 
As you'd expect from Westin 


— and The Hotel in 
Singapore. 





THE WESTIN PLAZA 
ia hanns CITY 
ngapore 








PREVIEW 
OFFER 





As a preview offer we would 
like you to enjoy some of the 
finer qualities of life for less. 
Guest room rates start at 
S$140 single, $8165 double, 
subject to government tax 
and service charge. 
During the next few 
months the following 
guest room price reductions 
will apply. 


50 Uo in February. 
40% in March. 
30) Uo my May and June. 
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2 STAMFORD ROAD SINGAPORE 0617. TEL: 338 8585 TELEX: RS 22206 RCHTLS. FOR MORE INFORMATION, CALL YOUR TRAVEL AGENT OR WESTIN HOTELS RESERVATIONS. 
OTHER WESTIN HOTELS IN ASIA: CHOSUN, SEOUL; TOKYO PRINCE HOTEL, AKASAKA PRINCE HOTEL, TOKYO; PHILIPPINE PLAZA, MANILA; THE SHANGRI-LA, HONG KONG. 
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Six points on a tangled web 
















eral re S, I wish to set the facts 

straigh ighlighting some of the in- 

accuracies. I have been asked by the di- 

- rectors mentioned in the report also to 
reply on their behalf. 

$ First, the article's statement that 
..Pradaz also obtained a M$15 million 


(US$6.2 million) loan from pee. 
ment and Commercial Bank (D&C) 


| guaranteed by Supreme QBE is false. 





There was no loan from D&C. The Per- 
wira Habib Bank guarantees as men- 
- ned in the article is also inaccurate. 
.1$ is public knowledge, the CSM- 
.| Raleigh share swap was aborted when 
. the CIC, which is under the Ministry of 
Finance, rejected it. 

Secondly, the statement, "As secu- 
rity Pradaz gave D&C only enough 
shares to give a 60% margin over the 
loan amount," is misleading and false as 
Pradaz had no dealing with D&C what- 
soever. It therefore follows that there is 
no necessity to place CSM shares as 

| security to D&C. 

Thirdly, for your record, Pradaz's 

eprint requirements come from 
outhern Bank and Malayan Banking 
totalling M$15 million. It was, there- 

fore, not true that D&C provided a 

guarantee of US$15.75 million loan to 

Pradaz. 

Fourthly, the statement that D&C 
has given M$49.5 million in overdrafts 
to companies controlled by Daim 
Zainuddin is not only false, but also 

-= alicious. Facilities obtained from 
4 &C amounted to only M$3.5 million 
and not M$49.5 million as reported. Ac- 
cording to the books of these companies, 
this comprised M$3 million to Pembi- 
naan Maluri in 1982 and M$500,000 to 

Ibu Kota Development in 1980. These 

loans were made before Daim became 

finance minister. 

Fifthly, it is no longer true to say that 
Daim owns 26.4% of Roxy. 

And lastly, as far as | am aware and ac- 
cording to the trustees who run his com- 
panies, Daim bought 40.7% of the United 
Malayan Banking Corp. (UMBC) stake 

| from Multi-Purpose Holdings in 1984 in 
| exchange for his controlling shares in Ma- 
laysian French Bank. I am not aware 
that further purchase in UMBC had 
been done through Daan and Dani from 

Multi-Purpose as they sold their entire 

shares in 1984 to Daim's family com- 

panies. I cannot see how Multi-Purpose 
can sell shares which it did not own. 

I hope the above provides a correct 
picture of the real situation and clear 
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whatever misimpression that your read- 
ers might have. It is most unfortunate 
that the article purports to link Daim 
with businessman/politician Tan Koon 
Swan, D&C and Roxy. 

Samsudin Abu Hassan 
Kuala Lumpur Director, Pradaz Sdn. Bhd. 
@ James Clad replies: Documentary 
evidence shows that Pradaz request- 
ed a M$15 million loan from D&C 
Bank for the purposes described in the 
article. Although Pradaz disputes the 
existence of an approved loan, sources 
within D&C claim that monies have been 
disbursed to Pradaz. 

The cancellation of the CSM-Raleigh 
share swop bid was specifically men- 
tioned in the article. 

Documentary evidence also shows 
that Pradaz gave “60% margin over the 
loan amount” as security for the Arab 
Malaysian Merchant Bank (AMMB) 
lead-managed loan for Pradaz's share- 
buying operations that was fully drawn 
down in December 1984. Through an 
error in transcription the article de- 
scribed this as the security for the D&C 
loan. This error is regretted. Documen- 
tary evidence shows that it was intended 
that D&C should offer a guarantee for 
the AMMB loan. 

Documentary evidence shows ap- 
proved credit limits as of 3 August by 
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companies. In addition, 1 
say there were loans fron 
ings, finance and merchant 
diaries. 


Registry. But one 
has been “out.” Sou 
company say that Dai 
Roxy was transferred to a blind tr 
rangement — but in the absence o 
or public announcement we nav 
unable to verify this. A 
from the unavailability of 
ments is regretted. “es 
If the 40.7% interest ac 
finance minister in UM 
only transaction with MPH, w 
announcement of Danis and 
purchases of 20% UMBC holdings 
made in October 1985? 


Lee Sheng Yi's STH COLUMN [26 Nov. 
'85] represents more or less the official 
version of the present economic malaise 
in Singapore. It is far from in-depth and 
misses some vital points. | 
The first insidious crack in the econ- 
omy appeared about two years ago, 
ironically, amid extravagant celebra- 
tions of the 25th anniversary. The first 
sector affected was the marine industry 
which comprised shipbuilding. ship-re- 
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In Abu Dhabi 


our hotel is the ultimate in lt 





for business and relaxation. 


ABU DHABI 
INTER* CONTINENTA 
HOTEL 





THE ADVANTAGE IS INTERCONTINENTAL 
(e INTERCONTINENTAL HOTELS 


Al Khalidiya Street, Corniche, P.O. Box 4171, (971) (2) 363777 Telex: 23160 
For reservations call: Hong Kong: 5-229879, Melbourne: 637219, 
Osaka: (06) 264-0666, Singapore: 2202476, Sydney: 232 1933, Tokyo: 212-0777. 
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It took 21 years to cultivate 
this taste for Scotch. 


It’s impossible to get scotch to taste this rich, 
this smooth, overnight. You see, it takes 21 years of careful 
aging and delicate blending to create this extraordinary 
taste. And only Chivas Brothers could create it. Royal Salute. 
Presented in an elegantly handcrafted china flagon, 
with matching velvet opera sack. 


Royal Salute by Chivas Brothers. 









1, P ih. cause e the prese 
| Vine relates to t 


on the bandwagon. The govern- 
1t did that because, having increased 
i butions to the is entral Provident 























The heated a HN was one 
most damaging factors as it raised 
and services: costs to the deteri- 
3 b the small entrepreneurs and 
 businessmen. If ever the government 





learns a lesson, it should think twice be- - 


fore manipulating prices of public hous- 
ing, utilities and petrol again for politi- 
i reasons. 





Alfred Lim 


B I to Emily Lau's article: Haste 
makes waste [19 Dec. '85] i in which she 
described Meeting Point asa pro-Pe- 
king political organisation. Meeting 
` Point isa political organisation as it was 
"founded three years ago with the pro- 
on of democracy and social reforms ` 
Tongkong as one of its primary ob- 
ives, but as a member of Meeting | 
nt, r take coe at the ProsP hing. 






















; T he termi was s used again in the | atter 
of her article, this time for a 
ese-language- newspar er partially 
owned by a member of Chinese Peo- | 
.ple's Political Consultative Conference. 
Vhen journalists here describe any or- 
isation as pro-Peking, they usually 
either that it toes the Chinese 
vernment. or Chinese Communist 
irty line or that it has an official link 
ith an organ of the Chinese Govern- | 
ient or party. 
On what basis does Lau then choose 
award that label to Meeting Point? 
Dur organisation is self-financed, inde- 
dent and not in any way related to 
e Chinese Government or the com- 
. party. We are committed to a 
y autonomous Hongkong Special 
dministrative Region under Chinese 









ore dialogues and exchanges between 

people in the mainland and in Hong- 
ing in order to ensure a smooth transi- 
In so doing, we adopt an open- 


ich is shared by many 


kp to the orate EOM E, to- 


itude towards Peking. But - 
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eignty after 1997 and advocate | 


[BOOKS, 


Spent. 
expertise was built up over some time. 


Sabah. 


ever, that “the Henry Luce Foundation 


| error is regretted. 


The salient Dam that the mikor of In- 


par 


ional History of the Vietnam War, 
 Wise's series of reviews 
14 and 21 Nov. '85] and B. T. 
W. Stewart's comments [LETTERS, 19 
Dec. '85], has missed is that the differ- 
ence between Vietnam and Malaysia 









- | ies in the fact the British trained their 
battalions i in jungle warfare/insurgency 


nposite whole in the country and 
to three years in Malaysia so 





It must be remembered that the 
backbone of the army there was formed 
by the Brigade of Gurkhas — for in- 
stance my regiment arrived from Burma 
in 1948 after being inactive service for 


12 years (North-West Frontier/Burma) 
and only finally went for a break to 


Hongkong in 1959, after 11 vears of con- 
tinuous service in: Malaysia. 

On the other hand, the Americans 
used a “trickle” replacement system. 
Below the rank of brigadier no one 
served more than a year. Thus, there 
was no cohesion in their units due to 
continual turnover of men. Thus, what 
was a good and experienced unit three 
months before became a raw one due to 
the constant change of personnel, 


‘The origin of this policy can be laid. | 
firmly at the feet of president J. F. Ken- 


nedy, who in his address at Fort Bragg 
in 1963 committing the Special Forces to 
Vietnam said the individual man would 
be away iom the US for only 365 days. 





Well. endor x 


Your endorsement of the Universities 


Service Centre, a Hongkong-based re- 
search facility on contemporary China, 
is well-deserved [TRAVELLER'S TALES, 
21 Nov. '85]. It is not quite true, how- 


| cut off funds [to the centre] last year.’ 


Between 1971 and 1983 the Luce Foun- 


dation made four separate grants to the 
centre totalling US$195,000. A further 
request was indeed turned down last 
year, but the possibility of future sup- 
port remains open. Suffice it to say that 
we have a continuing interest in the Uni- 
versities Service Centre and hope that 
others will join the effort to sustain it. 


Robert E. Armstrong 
Vice-President and Executive Director 
New York . l Henry Luce Foundation 








CORRECTION 
In the Where To:Pat Your Money feature (9 
Jan.) the figures on page 65 relating. tó Soviet 
sales of gold as well as to extraction from the 
Hemlo mine in Canada and to South African 
swaps of the metal were inadvertently given in 
millions of tonnes instead of just tonnes, The 
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AK Arthur D. Little Management Education Institute, Inc.* 


MASTER OF SCIENCE IN MANAGEMENT PROGRAM 
DESIGNED TO IMPROVE YOUR MANAGEMENT SKILLS 


August 25, 1986-July 30, 1987 






Unique 1 1-Month Program Trains Results-Oriented 
Managers: 

Concentrations Offered in International Business or 
Economic and Industrial Development 


We urge you to write for complete information if you: 
p> need to be back at work with enhanced skills in one year; 


p aspire toa senior-level management position in public or 
private enterprise, government or an international 
institution; 

œ wantto learn from professors who have had practical 
experience in dealing with the problems addressed in the 
classroom; 


p) wanta graduate management education emphasizing 
international issues and problems. 


For complete information, write or telex: 


Admissions Coordinator 

Arthur D. Little Management Education Institute 

35/FE1 Acorn Park 

Cambridge, Massachusetts 02140, U.S.A. Telex No. 921436 


* A subsidiary of Arthur D. Little, Inc.. one ofthe world's 
largest management and technology consulting firms 


A ONE YEAR MBA 
IN 


INDUSTRIALISATION STRATEGIES 
FOR DEVELOPMENT AND 
THEIR MANAGERIAL IMPLICATIONS 


A PROFESSIONAL DEVELOPMENT PROGRAMME FOR 
INDUSTRIALISING COUNTRIES' EXECUTIVES 


STARTING SEPTEMBER 10, 1986 
— CONCLUDING SEPTEMBER 6, 1987 


CONCENTRATION AREAS: 


Industrial Policy and Strategy 
Strategic Management and Enterprise Strategic Design 
Managerial Control and Information Systems Manage- 
ment 
Behavioural Implications of the Strategic Implementa- 
tion 
Electives 
The programme focuses on the needs and conditions of in- 
dustrialising countries, with emphasis on professional 
development and applied relevant skill generation. 


RVB is a recognised institution, founded by the Delft Uni- 
versity of Technology and has more than 30 years of ex- 
perience in management development for industrialising 
countries. 


C] For further information please write to 
the Head of the MBA Department, 


RVB — P.O. Box 143 
DELFT 2600 AC Delft — The Netherlands 
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Turtle Cay Tourist Resort - 
Wild Duck Island 


GKIEENSLAND'S BARRIER REEF COAST 
Will be Submitted to Public Auction in the Metropolitan Motor Inn, Bronze Room, corner 
Leichhardt & Little Edward Sts. Brisbane. 


11 a.m. Friday 9th MARCH 1986 





WILD DUCK ISLAND—30 minutes by air, south east of Mackay. 


“Wild Duck" is a magnificent beach studded Barrier 
Reef Island of 333 hectares (823 acres). 


The Resort consists of two Lease areas totalling 126 
hectares (312 acres) designated solely for Tourist 
Facilities. Balance of Island is National Park. 


The Turtle Cay Resort was named after the Flatback 
Turtle, the island being one of the few known 
rookeries for the rare giant. 

The resort is partly completed but includes 14 Free 
Standing Brick Villas, large Freshwater Lake and Water 
Channel, Airstrip etc. Lease conditions stipulate 
further tourist development and expenditure. 









For further particulars contact conjunctional Marketing Consultants— di vu TUN 
RIES ppt 43 Wood Street, Mackay, — 99 Leichhardt St, Brisbane, ( Fowles Overett ) 
Queensland. 4740 Queensland 4000 llus oup. y 


REAL ESTATE PTY. LTD. — "hone (079) 513 911 Phone (07) 831 3577 







APPOINTMENTS 


ISEAS/ASEAN ECONOMIC 
RESEARCH FELLOWSHIPS 


Applications are invited from nationals and permanent residents from the 
ASEAN countries for the ISEAS, ASEAN ECONOMIC RESEARCH 
FELLOWSHIPS, tenable at the ASEAN Economic Research Unit, 
Institute of Southeast Asian Studies, Singapore. 


QUALIFICATIONS: Preference will be given to candidates with Ph.D. 
or equivalent professional qualifications and who will be in a position to 
complete their proposed projects within the stipulated period of each 
Fellowship award 1 


DURATION OF AWARD: Each Fellowship can be for any approximate 
length of time, ranging from a few months to a maximum period of 
one year 


FOCUS OF RESEARCH: The focus of each of these Fellowships can be 
any topic within the broad areas of Food. Nutrition, Energy, Water 
Resources, and Rural Development in the region. Preference, however, 
will be given to those emphasizing work on Resource - based 
Industrialization and Rural Development problems. 


RESEARCH PROJECTS: Research projects submitted for 
consideration should be well thought-out and be as complete as possible in 
terms of arms and objectives, scope, schedule of work, cost, and so on 


STIPEND/HOUSING SUBSIDY: Each Fellowship pays a living 
allowance in the range of 5$2500 — $$3500 per month, the actual 
amount provided depending on the individual candidate's qualifications 
and experience 


OTHER BENEFITS: In addition, there are attractive fringe benefits 


including travel, research and field-work allowances, and medical care. 


All applications, giving full details, should be sent directly to the 
respective ASEAN National Secretariat of the nationals concerned. 
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he story of Japan has been one economic success after 
| another in recent years. But in late 1985, long-neglected 
| structural problems in the domestic economy began mak- 
| ing themselves felt. At the same time, a rising yen began to 
take some of the steam out of Japan's continued export 
boom. It appears that the country now has to face some- 
thing of which it has had little experience — a recession. 
Tokyo bureau chief Charles Smith examines the govern- 
ment's attempts to spur the economy through public- 
works spending, and the implications of a stronger cur- 
rency, while correspondent Bruce Roscoe reports that the 


one industry which could spur domestic consumption — housing — has lost 


out in the recent budget. Pages 90-94. 
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Page 12 

Mrs Cory Aquino gets an emotional 
response on the campaign trail, but 
still lacks a convincing programme to 
counter President Ferdinand Marcos. 


Pages 14-15 

The Malaysian Government shows its 

edited version of the bloody Memali 

incident, and the prime minister re- 
f shuffles his cabinet to recognise the 

new Malaysian Chinese Association 
j dership. 


Page 16 

Thai rice farmers converge on 

Bangkok to protest against depress- 

ed paddy prices as the government 

asks for more time to make its price- 
. support scheme work. 


Page 21 

A Soviet expert indicates a small but 
possibly significant shift in Moscow's 

position on a Cambodia settlement. 


Page 22 

Son Sann seems to be losing ground 
in his efforts to stop a rebel faction 
taking over the Khmer People's Na- 
tional Liberation Front. 


Page 37 

Hongkong's chief secretary says the 

government will inform Peking of all 
— proposals for political change in the 
British a ital 


ane Lia 
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Cover illustration by Hon Sang. 


Page 40 

A New Caledonian independence 
group moves to cut a link between its 
radical faction and Libya. 


Page 82 

The search for the means to an eco- 
nomic comeback may mean that 
some of Singapore's long-cherished 
policies — such as high wages and a 
strong local currency — will be sac- 
rificed. But there is concern whether 
any changes will be for the long term, 
or merely a temporary measure to put 
some energy into the economy. 


Page 84 

Despite a presidential veto of the pro- 
tectionist Jenkins Bill in the US, de- 
veloping-country textiles exporters 
face another hurdle: talks on a new 
Multi-Fibre Arrangement. 


Page 89 

Australia fears that a US grain-export 
subsidy programme will cut into its 
traditional wheat markets. 


Page 101 

As commodity and oil prices remain 
soft, Indonesia scales back its deve- 
lopment spending for the coming fis- 
cal year. 


Page 102 
India's tax authorities decide to get 
tough with evaders, carrying out 
thousands of raids on big industrial 
groups, small traders and even civil 
servants. 


Page 106 

Japan's ailing Sanko Steamship will 
probably survive as a shadow of its 
former self. But even as the trading 
houses and the line's creditor banks 
are ironing out their rescue plan, the 
proposed terms have met with a cool 
response in Hongkong, where much 
of the group's chartered-in foreign 
tonnage is owned. - 
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“has replaced Shin Byong Hyun 
| as South Korea’s new deputy 





í Fiance Minister Kim Mahn Je 


premier and economic plan- 


oo Hwan in a symbolic ges- 


| ture of his party's recognition 
| of the South Korean regime. 


| By so doing, he would be de- 
parting from his party's plat- 


| form of recognising only the 
Pyongyang regime, a position 


which has come under attack 
from JSP factions seeking a | 
more realistic stance on the 







|of the Kuala 1 
Singapore stockmar 
fected public interest 












Australía simplifies fering as well, said chief execu- l 
tariff preferences tiv i Barry B Buttifant. 3 
The Australian Government | ^ . == - Elizabeth ^ Cheng i 
has rejected the idea of |= 








"graduating" developing coun- |. 
tries out of its preferential- | 


































Former Asean secretary-gen- 
j| eral H. R. Dharsono was sen- 
tenced to 10 years in jail on two 
| counts of subversion by a 
Jakarta court on 8 January. He 
.was convicted of helping to 
draft an opposition pamphlet 
questioning the official account 
of the 1984 Tanjung Priok riots 
and of attending a meeting at 
which students discussed anti- 
government terrorist tactics, 
— Lincoln Kaye 


Mrs Bandaranaike gets 
civic rights back 

In a surprise move, Sri Lankan 
President Junius Jayewardene 
granted a pardon to former 


` change announced on 7 January 
by President Chun Doo Hwan. 
Other reshuffles included re- 
tired general Lee Ki Baek asthe. | 
new defence minister, and Pak | 
Se Jik as the new sports minister | 
placing Lee Young Ho. 
Chong Kwan Yong, one of. 
-Chun's special assistants, has 
; been aan to replacé Pak. 
The latest change, Western 
“diplomats said, is aimed at 
“generating confidence in the 
economy, facing foreign pro- 
tectionism and unemployment, | 
Further, Choi Chang Nak, 
-president of Bank of Korea, 
was. appointed as the new 
inister of energy, and Lee 




































Kyu Hyo, former deputy | prime minister Sirimavo Ban- 
minister of interior, as the new | daranaike whose civic rights 
construction minister. . 4j had been revoked for seven 

— Shim Jae Hoon | years since October 1980 by the 





Hanoi to cooperate on 

Americans missing in war : 
US Assistant Secretary of De- 
fence Richard Armitage said. 
on 7 January that Vietnamese - 
‘cooperation in locating more - 
than 1,700 Americans missing 
in action. (MIA) during the. 
: "Vietnam. War was expected toi. 
ificantly. He was” 
press. conten a 












f S : L [ars Bandarena ike: pardoned. 
I US degno to visi E 
w since ethe eng Lof bu war. 






7 ‘ nen of the ruling Unit- 
Sed National Party (UNP). The 
move is aimed at paving the 
| way for her entry into parlia- 
- ment either through nomina- 
' tion or a by-election. Her Sri 
- Lanka Freedom Party (SLFP) 




















n- {has avoided taking a definite | 
{Į stand on the Tamil separatist | 
movement and the UNP hoped 


it could force her to take a posi- 
- tion. 
s However, Mrs 


^ nike has other plans. She 






sashi Ishibashi, chairman of: 
Japan Socialist Party (JSP) | 
o is expected to visit Seoul 
for the first time in March, is 


FE 


likely to meet President Chun 


to win. The SLFP is opposed to 
the December 1982 referen- 
dum which extended the UNP- | 
dominated parliament for six 
years. — Manik de Silva 
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.ning minister, and Kim's post | Koreanissue. —Shim Jae Hoon 
has been filled by Chung In | | 

" Yong, the former deputy fi- Dharsono gets 

. nance minister in a small cabinet | 10 years jail 


| certain industries subject. 


| milhon for- | Ses 
Taiwan's An Mau Steel Co., a} ver | dii 

South Korea's nascent food in- 
| dustry is seeking a growing 






| treated steel products. 

purchase is in line with invest- 
| ments already made by C RAto. 
tic up markets for its metals” 
| 1 with 
|| the US and Europe. Throügl 

| its subsidiary. Broken. Hill As- 





















Bandara- | 


“| has advocated an early general | 
election which her party hopes | 









































tariff scheme as they prosper, | 
but will adjust all developing- |. : 
‘sure . der = 
100,000 (US$3,663) in an effort. | 


cases, downwards — to a uni- 


| form. five percentage points 


below no rm al rates where they 
exceed 556. 


temporary exceptions app 


current restructuring. [t - 
places a web of preferences 
that differ widely with items 


will be hit hard. 


Conzinc 
(CRA) has paid about US$I 
a 49% stake 
located 


steel fabricator 


| Kaohsiung with a capacity of 


300,000 tonnes a year of 


The 


manufacturers in Asia, 


sociated Smelters, CRA al- 


ready has a 30% stake in a 


Taiwan lead producer, Thai 


Ping Metal. Industrial Co. An 
| Mau. Steel. wil use zinc and 


aluminium supplied by CRA. 
— Hamish McDonald 


Sime Darby Hongkong 
float poorly received 

Sime Darby Hongkong made. 
its debut on the Hongkong 
stockmarket on 7 January, with 
only 37% of the 117 million 
shares offered subscribed. 
Brokers reported that trading 











was reasonably brisk and the 
counter | closed that day at 
cents ‘below, its issue e price. The 
company’s failure to secure 
more interest in its share offer 
was attributed to poor tim- 
ing and marketing by lead 
underwriter N.M. Rothschild. 
The visit to the territory by 
| Chinese state councilor 
Pengfei, 
Pan- -Electric Industries which 


The new system 
will take effect from 1 July, but | 


in 
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| country preferences — in many . 









and the collapse of of a. Bilateral Airworthiness . 









. processed food items — instant 


| tionary 
j and deh : 
other alcoholic beverag 


~US$300 million in sales last 
year. While local competition 






Sri Lanka's. central bank. ha 
asked the. country' s banks to 
osits of up to R 





to protect small savers in the 
event of a bank failure. Bank- | 
ing sources in Colombo saythe |. 
voluntary facility, which is to^ — 
€ available from March, re- 





o | sulted from the problems of. | 
- | Hongkong’s Overseas Trust - 
Bank, which runs. a Bailie | 

l office. | * 
(and, in some cases, volume) |. 
and some products with prefer- |. 
ences now well above 5% ==. 
| such as car batteries 30%) — 





Central bánk gove ‘nor W 
ransena Rasaputra'said that: 
commercial banks have agreed” 


to subscribe to the scheme; 
; which walk cost 4 Sri i Lesion: 
— Hamish McDonald t r which is: 


| CRA buys a stake in 
| Taiwan steel company - 


Riotinto Ageia 4 
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share in overseas markets for 
its products in 1986. A recent: 
survey indicated that exports of 


noodles, chewing gum, confec- 
items; instant - offee 
ydr | 










es -— 
could exceed by some 1095 the 
has led to a PECBEIAT im WON 


these items, the export race is 
oodles, 





focused on instan 
which claimed 10% of- the 
total. 


Shim Jae Hoon 





Guam-based Air Guahan in- . 
tends to purchase two twin- 
engine 18-passenger CN-212 
planes from Indonésia's Na- 
tional Aircraft Industry (form- 
erly PT Nurtanio). A memo- 
randum of | understanding 
on the purchase was- ini- 
tialled by the US ambassador 
in Jakarta representing Air 
Guahan, with the purchase 
contingent on US Federal 
Aviation Administration certi- 
fication of the néwly modified 
CN-212, as well as the signing 
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Performance and reliability are not incompatible. 
When both are designed in from the beginning. 


ORTHROP 


Making advanced technology work 
1840 Century Park East, Los Angeles, CA 90067-2199 USA 
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And that means yo us ‘have the best. 
technology at your fingertrips. What - 
companies should you turn to? Who has 
the best know-how?....... We think we do. 
This coming Fall, come to Israel. 

Come to Agritech '86, our tenth international 
agricultural exhibition - one of the major international. 
agrarian events, and the world's largest ! 
irrigation demonstration. See actual 
results reaped from new products. 
Establish business contacts and sign 
commercial contracts. Participate in a 
variety of field tours, conferences & — 
seminars. Witness ourgreen — — 
evolution by touring the Holy Land 
from top to bottom. 

If buyers from over 80 countries o" — | 

around the world have already booked their reserv ations, shouldn't you? 
After all, if we took desert wasteland and turned it into fertile terrain, 
ust be doing: something: right. 













































































AGRITECH '86, ISRAEL 
; September 21-25, 1986 Tel Aviv Fair Grounds 


including: 4th international Conference on Irrigation, 
Plant Protection & Agricultural COOperStivas Workshops. 


For further information please contact: 

Agritech ‘86 Organizing Committee, 

: .P.O.B. 50084 Tel: (03)630830, Telex: 35613 MMEX IL 
harvest of israeli technology X Tel Aviv 61500, Israel - 
















University of East Asia, | 
Macau 


















Receives full support of. Ministry of Foreign Organized in assoclution 
Economic Relations and Trade | =, With China Law Society 
Organized i in association with University — — @ One year self-study course. 
-of ious Business and POROUS | .* Lectures prepared by top 
Beijing . Chinese law experts. | 
Two weeks in 1 April (13 — 26), 1986 in Beijing, oOo e r | 
Shenzhen’ Special Economic Zone, 2 
Guangzho long Kong, Macau 
Unique opportunity to. learn from the source 
Meet senior Chinese officials | | 
Visit Canton Trade Fair. 
Benefit from. case studies by bied = 
China traders from Hong kor g and Macau 

























































^ For further information, please contact: 
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University of EastAsi: Hong Kong Office," i al 2 China Trade gium ^ Epi 
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prisoners = 
currently held . 
by Indonésian 
authorities in East 
Timor have been 
passed on to the 
London-based 
. human-rights 
organisation, 
Amnesty 
International, via 
the Australian Ambassador in 
Jakarta Bill Morrison. During an. 
October visit to East Timor, Morrison 
was given extensive information by 
_ the senior judge in the province to 
. compare with prisoner lists drawn up 
by Amnesty from its own sources. 
. " spite some discrepancies, the 
cussion is a sign of an Indonesian 
interest in putting the record straight 
atatime when human-rights concerns 
have been heightened with the 
resumption of active fighting by the 
Fretilin independence movement 
- since August 1983. 


RENDEZVOUS AT SEA 
While China is not yet ready to allow 
port calls by American naval vessels, 
in a bid to mollify the US Navy it has 
agreed to hold a “passing exercise" . 
- with the US Seventh Fleet in the 
second week of January. The 
exercise, involving signalling and 
- coordinated cruising between the 
Ships of the East China Fleet and the 
e. | 






"| THE WEEK 


- 'GHANISTAN 
Afghanistan arrested four generals on 
charges of passing information on Soviet 
. troop movements to Muslim rebel com- 
— mander Ahmad Shah Masood, Western dip- 
lomats in Islamabad said (7 Jan. ). 


BANGLADESH 

_ Pro-government politicians formed a new 
party, the Jaitya Party (/ Jan.). A govern- 
^"/ ment minister's car was stoned and a vehicle 
^ belonging to the British High Commission 

was set on fire during a six-hour general 
— strike called by the opposition (5 Jan.). 


CAMBODIA | 
. Disputed resistance leader Son Sann ban- 
ned a dissident faction of his Khmer People's 
National Liberation Front (3 Jan.). 
CHINA 
— About 3,000 students from six univer- 
| sities marched in the Xinjiang capital of 







| weapons tests in their northwestern region, 
s university sources said (2 Jan.). | 
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Urumqi in another protest against nuclear- 
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Seventh Fleet, is to take place in the 
South China Sea when the Chinese 
ships return from their flag-showing 
visit to the Indian Ocean. The Chinese 
commander of the East China - 

Fleet will be flown by helicopter on 
board a US vessel for an inspection. 
While the exercise does not have 
great military value, it will enable the 
US Navy to tweak the Soviet nose 
not far from Cam Ranh Bay in 
Vietnam. dicar a 


BORDER FLEXIBILITY 


| Thai security authorities have agreed 


to allow Vietnamese troops a 2-km 
leeway before retaliating if they 
breach certain parts of the Thai- 
Cambodian border during the current 
dry season. The demarcation line 
along some parts of the 700-km 
border is hazy and has been 
disputed by the Thais and the 
Vietnamese after incursions by 
Hanoi’s troops during previous dry- 
season offensives against Khmer 
resistance fighters. 


A STICKY QUESTION 


American intelligence organisations 
are showing renewed interest in the 
kinds of weapons being used — and, 
they believe, tested — by the Soviet 
Union in Afghanistan. Samples have 
been taken of a so-called *tar bomb" 
which is described as a “third- or 
fourth-generation version of 
napalm." It is not yet clear whether 
the samples — brought out by an 





INDIA 

Sikh extremists shot dead one policeman 
and seriously wounded another in a raid on a 
crowded Punjab bus, it was reported (/ 
Jan.). About 1,000 demonstrators in New 
Delhi demanded US$200 billion compensa- 
tion for victims of the Bhopal gas leak (5 
Jan.). Seven peop died and 15 others were 
injured in a flare-up of violence in Punjab, it 
was reported (6 Jan. ). AO C. 


MACAU ; 
Governor Vasco de Almeida e Costa de- 
clared his resignation (2 Jan.): T 


NEW ZEALAND | i ; 
Police investigating a smuggled cache of 
ammunition found on board a French ship in 
- Auckland arrested and charged a crew 
member with possession of explosives (2 
Jan.). 


PAKISTAN 
The Pakistan Pe 
first open political ral 
years (Jan). = 


o e's Party staged its 
Es in eight-and-a-half 
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American paramedic who spent two — 
months setting up clinicsin rebel-held 
territory — are from the same oF 
material which burned a US TV 
cameraman as he filmed the explosion | 
of a bomb which spread a flaming — 
"sticky" substance for about 50 ydin | 
all directions when it hit the ground, — | 
badly burning those in its path. The — 
CIA says it will issue a report 
soon. 


HIGH-POWERED DEAL 
So political and so sensitive is the 
deal by which Britain's General 
Electric will provide generating 
equipment for the proposed 
Guangdong nuclear-power station, - 
that London bankers involved with — | 
the government-guaranteed financing — 
of the sale have been required to sign | 
the Official Secrets Act. a 
RON’S WATCHDOGS E 
US President Reagan will soon a 
announce the composition ofa — 
30-man presidential delegation to 
monitor the Philippine elections. — 
The group, composed of members of 
the US Congress, academics, Am 
business, labour and religious 
leaders, will travel to the : 
Philippines aboard a presidential — ^. 
aircraft and spread out to different _ 
parts of the country to observe 
elections in conjunction with the 
citizen’s group, National Citizens’ 
Committee for Free Elections, or 
Namfrel. 
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SOUTH KOREA | 

A North Korean soldier defected to the - 
South across the demilitarised zone, the De- 
fence Ministry said (3 Jan.). President Chun - 
Doo Hwan carried out a cabinet reshuffle - 
viewed by diplomats and analysts as a bid to 
boost the slowing economy (7Jan.). — 


SRI LANKA 

President Junius Jayewardene gave fr 
pardon to former prime minister Sirimavo 
Bandaranaike and restored her civic rights (/ — 
Jan. ). ^m 


THAILAND E 

Police shot dead 12 grenade-wielding pri- 
soners when they tried to break out of a jail - 
in northeastern Thailand behind a shield of 
six hostages, a police spokesman said (J 
Jan.). US Congressman Stephen Solarz me! l 
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Cambodian resistance leader Son Sann 
Bangkok to discuss Cambodia (6 Jan. ): Riot. 
police arrested 16 demonstrators after more - 
than 3,000 rice farmers and pineapple grow- - 
ers rallied in Bangkok to protest against fall- — 
ing prices (7 Jan.) 7% 
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PHILIPPINES 


Marcos and Cory come out fighting as the campaign warms up 





By Guy Sacerdoti in Manila 


A; the campaign for the 7 February 
presidential election has got into 
full swing, with opposition forays into 
the provinces and even into President 
Ferdinand Marcos' home territory, the 
reaction to Corazon “Cory” Aquino has 
been, as most pundits from both camps 
initially expected, one of emotions 
rather than issues. 

Transcending policies and detailed 
programmes, her campaign thus far has 
emphasised the need for a simple 
change in leadership and has stressed 
the moral high ground she has tried to 
occupy, pitching her appeal very much 
towards the 85% of the population who 
are Roman Catholics. 

The church itself is continuing to 
play an important role. While not di- 
rectly supporting Mrs Aquino, the 
country's bishops issued a pastoral let- 
ter — read in all churches in the first 
week of January and published in most 
newpapers — urging vigilence in pro- 
tecting ballots and reiterating its stand 
that accepting political favours should 
not force a voter to support any particu- 
lar candidate. 

With the outcome far from clear, 
one thing is certain: Mrs Aquino and 
her vice-presidential running mate Sal- 
vador "Doy" Laurel, in their tours of 
the provinces, have generated far more 
spontaneous and enthusiastic response 
from the people than Marcos' well- 
funded and better-organised mass ral- 
lies. 

Marcos, in response to popular emo- 
tions, has adopted a defensive campaign 
of warnings. Mrs Aquino may be a sym- 
pathetic candidate, he says, but a vote 
for her would mean the threat of a coal- 
ition with the communists, whom he 
says are taking advantage of her cam- 
paign to gain influence. And without 
blinking at the inherent contradiction, 
he also warns that an Aquino adminis- 
tration would bring back the elitist 
rightwing oligarchies which dominated 
politics and the economy prior to his 
1972 declaration of martial law. 

Furthermore, without a detailed 
programme of government, Marcos 
says, Mrs Aquino will be woefully un- 
able to handle either the economic 
crisis or the growing communist in- 
surgency — the country's two most 
pressing issues. 

But with half the campaign period 
remaining, political observers feel that 
the ultimate choice for the majority of 
the population will be far more simple: 
stick with a man whose faults are known 
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or take a gamble on an untested woman 
because Marcos has simply been in 
power too long. For those inclined to 
the second option, it is precisely Mrs 
Aquino's simplicity which makes her an 
attractive. anti-Marcos candidate. As 
one Marcos publicist said following a re- 
cent Kilusang Bagong Lipunan (KBL) 
provincial rally: “Don’t mention my 
name, but if the vote is counted fairly, I 
think she will win.” 

The comparisons of campaign style 
are stark. Mrs Aquino and Laurel fre- 
quently arrive standing on the back of 
open pick-up trucks waving to crowds 
lining city streets while confetti rains 
upon them. Their speeches harp on 
Marcos’ legacy after 20 years in 
Malacanang Palace: the economy, al- 


Against Marcos: Cory and Doy. 





GUY SACERDOTI 


The gloves come off 


leged personal investments abroad, 
human-rights violations and, in general, 
that the root of all the country’s prob- 
lems lie in Marcos’ over-long stay in 
power. 

They stress the need for sincerity, 
morality and, as Mrs Aquino is fond of 
emphasising, “leadership by example.” 
By this she means simple living (she says 
that while she would hold office in the 
palace, she would not live there), fre- 
quent consultation with advisers to 
forge as much consensus as possible, 
and no favouritism in government ap- 
pointments. To provide an emotio 
appeal in her speeches she emphasi 
the life of her late husband — pre- 
martial law, during his incarceration 
and his murder. 


y contrast, Marcos' party, the KBL, 

transports civil servants, students 
(many too young to vote) and other sup- 
porters to rally sites where state-of-the- 
art sound systems keep interest high 
with variety shows of popular singers, 
comedians and dancers. Interspersed 
with political diatribes and jokes against 
Mrs Aquino, the master of ceremonies, 
usually a popular comedian, warms up 
the crowd by practising cheers for Mar- 
cos and his vice-presidential candidate, 
Arturo Tolentino. 

Marcos then arrives "carried by sup- 
porters,” as local newspapers invariably 
report — actually he is carried by secu- 
rity men for protection and to avoid 
over-exertion — to a tumultuous wel- 
come. His main argument in his ra" 
speeches thus far is that Mrs Aquinc 
flirting with communism. The issue, he 
says, is communism versus democracy, 
with Mrs Aquino “riding a tiger" which 
will soon devour her. 

He attacks her alleged plan to allow 
the Communist Party of the Philippines 
(CPP) to participate in politics if it dis- 
avows armed revolution by saying it is 
like expecting a “leopard to change its 
spots." Marcos goes on to say that Be- , 
nigno Aquino did not merely allow the 
CPP to begin operating in his home pro- 
vince of Tarlac in the late 1960s, but he 
was involved in the organisation of the 
party's New People's Army (NPA), an 
accusation one opposition academic de- 
scribed as "creative history." 

Mrs Aquino's stand on the CPP/ 
NPA issue, while less than firm in some 
of her public statements, has hardened. 
During one press conference in Baguio 
she confused participation in govern- 
ment with participation in the political 
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process, giving Marcos fodder for his at- | 


tacks. Subsequently she has said pub- 
licly that she would not appoint com- 
munists to her government. Her plan 
would be to call for a six-month cease- 
fire between the NPA and the military. 
If they renounce violence, she will wel- 
come them into the “free market of poli- 
tics," meaning that they can participate 
via the electoral process. 

She has also challenged Marcos to 
*put up or shut up" in his claims that 
some of her advisers are communist-in- 
fluenced. Marcos responded at a rally 
on 7 January by accusing the respected 
86-year-old former senator and 
nationalist Lorenzo Tanada of being a 
“communist adviser,” along with 
Agapito “Butz” Aquino — Benigno's 
younger brother and a self-proclaimed 
staunch anti-communist — and 
Rolando Olalia, who as head of the 
militant Kilusang Mayo Uno labour fed- 
eration, is not known to have any influ- 

ice over Mrs Aquino’s campaign at 

Marcos also has attacked Mrs 
Aquino’s family over its sugar plant- 
ation — Hacienda Lusita — not having 
complied with his land reform program- 
me. One day following her announce- 
_mentof her candidacy on 3 December, a 
local court ordered the confiscation of 
the 6,000-ha hacienda. The Aquinos 
and Cojuangcos — Mrs Aquing etamaly 
— say the issue is technical and has no- 
thing to do with land reform, since no 
tenants live on the hacienda and all 
labourers are members of a union. 
The court order has yet to be imple- 
mented. 

But regardless, Marcos has used the 
issue to try to prove that Mrs Aquino, as 
a member of a traditional elite family 
network, will only bring back a “right- 
ist” oligarchy structure to society. Popu- 
lar reaction to Marcos’ arguments is con- 
fused, to say the least. First, aside from 
the more urban educated Filipinos, few 

ven understand the difference between 
ue political Right and Left. When 
asked at a number of opposition and 
KBL rallies in the provinces to com- 
ment on Marcos assertion that the op- 
position was falling to a "conspiracy of 
the Left and Right," some simply 
looked at their hands and requested an 
explanation. 
B ut it is on the question of leadership 
and experience that Marcos thus far 
has won the most political points. Even 
some of those at opposition gatherings 
say Mrs Aquino must come out with 
more definitive programmes. They 
argue that while change is necessary, 
the disparate opposition factions within 
the current coalition will *be at each 
others throats" the instant they assume 
power. 

And unless Mrs Aquino can prove 
she can assert herself over these fac- 
tional rivalries by identifying program- 
mes for the economy, the insurgency 
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T en 
and in foreign relations, the disunity in 
their ranks will stymie the government. 
That too has been Marcos’ argument 
from the start. 

Responding to this criticism, Mrs 
Aquino says she plans to announce 
her *minimum programme of govern- 
ment" over the next two weeks. She 
began on 6 January with a speech on 
the economy to the influential Makati 
Business Club monthly meeting. Stress- 
ing that the private sector would be- 
come "the engine of the economy," 
she said “clear and stable rules” would 
replace the frequent shifts in policy 
which have marked the Marcos admini- 
stration. 

She said she would reduce the gov- 
ernment's role in the economy, being 
supportive rather than dominant in 
development. But at the same time, she 
said that “market forces must yield to 
the demands of conscience," meaning 
she would try to correct "structural in- 
justices" within the economy, primarily 
by way of land reform and in protecting 
fledgeling industries for the domestic 
market. 

Her intention was that domestic in- 
vestment would take precedence over 





foreign investment, that domestic food 
production would predominate over 
land for food exports and that the 
coconut and sugar nen cur- 
rently run by. Marcos’ so-called cronies, 
would be disbanded. Also, she would 
seek easier terms for debt restructuring, 
support labour-intensive, rural-based 
agriculture rather than capital-intensive 
urban industries and try to reduce the 
government budget by making minis- 
tries more efficient. 


asier said than done, was the im- 

mediate reaction. While initially 
lauding her programme, businessmen, 
many of whom support her candidacy, 
said that realities of government may 
make her general thrusts difficult to im- 
plement. And, they said, much depends 
on the business climate and confidence, 
which in turn will depend on Mrs 
Aquino’s ability to control the disparate 
factions. 

As an example of what Mrs Aquino 
is striving for in a new government, her 
economic speech did much to counter 
Marcos' claims that she has no program- 
me. Whether that portends any real 
trend in voter preference at this early 
stage is difficult to say, and whether the 
initial response to her provincial forays 
will be translated into votes — and 
pict counted — is another question 
Still, 

Analysts still say Marcos could, even 


| at this late date, call off the election if he 


feels he might lose. Many cynical obser- 
vers, including even government offi- 
cials, say Marcos has no intention of los- 
ing, even if he has to resort to manipula- 
tion or whatever is necessary to ensure a 
convincing victory if a straight count in- 
dicates otherwise. 

This view may be both premature 
and unfair. Traditionally, the last two 
weeks of a presidential campaign are 
most critical in Filipino politics, as vot- 
ers tend to climb on the bandwagon of 
whoever they sense is winning. Also, 
with public rallies reaching only the 


| tip of the electoral iceberg, it is ex- 


ceedingly difficult to determine how 
far the opposition, only tentatively 
united since mid-December, has been 
able to penetrate Marcos' overall con- 
trol of the countrywide rural political 
machinery. 

Many observers do see the opposi- 
tion as potentially strong in urban 
centres — where most rallies are held — 
but nearly 75% of the total population 
lives in the countryside. Thus, far more 
important than the rallies themselves is 
the response of those listening to the 
radio, the main medium for disseminat- 
ing news. And in many areas, villagers 
tend to follow local leaders when it 
comes to voting. With that in mind, 
even though the opposition has already 
made a dent in the campaign, it has à 
long journey ahead if it is really to beat 
Marcos at what he does best — electoral 
politics. oO 
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| Memali revisited 





> | of cial video of clash fails to answer all the questions i 


"By Suhaini Aznam in Kuala Lumpur 


| y T: TV screening of the edited police 
P. video tape of the “Memali incident," 

a bloody clash between 400 villagers and 

. 200 policemen near Baiing, Kedah, on 
| 19 November, disappointed many view- 
| ers and left many questions un- 
| answered. 
| The government had never before 
| 










released a video of any police operation 
| i in this case a police attempt to arrest 
4n $4 wanted men, including village religi- 
. ous leader Ibrahim Mahmood "Libya," 
. a member of the opposition Parti Islam 
(Pas). The operation degenerated into a 
_ bloody, five-hour confrontation, during 
which 14 civilians, including Ibrahim, 
B and four policemen were killed, and 29 
i people injured (REVIEW, 5 Dec. '85). 
. But after six weeks of waiting and 
. much debate as to the merits and de- 
| merits of a public screening, the 
| E itself, shown on Radio 
. Television Malaysia, the government- 
owned network, was an anti-climax. 
. The police had about two hours of foot- 
-= age, some of it repetitive, said Deputy 
| Prime Minister Datuk Musa Hitam at a 
bs briefing the following day. 
| Yet only about 17 minutes of the 40- 
| minute programme shown on 3 January 
| were actual shots of Memali. The rest 
E prised Musa’s report on the inci- 
dent to parliament the day after the 
| clash; Information Minister Datuk Rais 
— Yatim' s comments on the spread of de- 
B Wations: Islam; shots of Pas posters, 
| and a scene of unsynchronised prayers 
| : at a mosque in Besut, Trengganu, illus- 


| trating the split within the Muslim com- 


‘a munity caused by political rivalry. 
E Musa said that screening the entire 
| police footage would have been danger- 
E Dus. Given present technology, *certain 
| groups" could have recorded it and then 
tited it to their own ends, he said, in an 
À aeh reference to Pas, the only direct 
| riva to the dominant United Malays 
_ National Organisation (Umno) of 
. which Musa is deputy president. 
ia Criticisms poured in swiftly. The 
i | Socialist Democratic Party called 
the screening a “government prop- 
É | aganda whitewash," sandwiched as it 
. was between excerpts of Prime Minister 
Datuk Seri Mahathir Mohamad's ad- 
_ dress at the Putra World Trade Centre 
| relating what the government and 
9 dme had done for Malays, and a rerun 
of the Malay feature film Peristiwa 
E Buki Kepong, depicting police heroism 
| seins communists. 
Pas itself resented the running com- 
om entary by Musa and Rais, claiming 
ra ley were interpreting the scenes to 
p neir own ends. Pas’ Federal Territory 
mx Ey 
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division organised a talk after the screen- 
ing and collected M$2,000 (US$825) in 
donations at the same time. 

Although the video tape showed 
great police restraint, in other ways it 
may well have backfired on the govern- 
ment. Many still wonder why the police 
chose to storm the house rather than lay 
siege and await eventual surrender. The 
much-repeated scenes of a hysterical 
woman swinging a hatchet and clusters 
of other women and children waving 
bamboo stakes were juxtaposed incon- 
gruously with shots of one of the two 
police armoured vehicles used to ram 
Ibrahim Libya's gate. 

None of the scenes of actual attack 
and resistance were shown. Sceptics 
wondered what the cut portions con- 





sa: of a full screening. 


tained. The cabinet and MPs had been 
shown a longer, fuller version, and 
some who had seen both admitted that 
there was a “vast difference.” 


Mese. the Memali incident re- 
mains a mystery. Aliran, the social- 
awareness group, said it felt that the 
film failed to explain how Ibrahim Libya 
had developed his following. 

Since the incident, the government 
has tried to bring some semblance of po- 
litical normalcy. The initial ban on 
ceramah (political-religious talks) in six 
sensitive states was lifted on 17 De- 
cember. But things are not back to nor- 
mal yet in Memali. A curfew is still 
being imposed, though reduced, from 
its original 14 hours, to 6 p.m.-5 a.m. 

In attempts to heal the wounds, the 


surrounding Memali. Meanwhile, 46 of 
the original 160 arrested during. the 
clash have been released, most of them 
elderly men, women and children. 
Police have still not indicated when 
the rest — "held for questioning" under 
the Emergency Ordinance which allows 
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| | aes to smallholders in c Balin area 
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for 60 days detention without trial — | 


will be released. Pas has demanded that 
they either be released unconditionally 
or brought to trial. 

The government is pointing the 
finger at Pas as the source of de- 
viationist teachings. Pas, however, has 
remained unperturbed by these attacks 
on its image. Its Muslim followers re- 
main loyal, and more non-Muslims have 
invited Pas to explain the Memali inci- 
dent from its viewpoint, it claims. 

Government anxiety of growing Pas 
influence is valid enough. Between 1981 
and 1984, several villages in the pre- 
dominantly Muslim east coast states - 
Trengganu and Kelantan had witness 
prayers led by two rival imams (prayer 
leaders), double marriage ceremonies 
— one by the government-accredited 
kathi (religious officer) and the.other by 
a Pas kathi, and village kenduri (feasts, 
often with religious overtones) attended 
exclusively by followers of either party. 
The refusal to share village activities 
eroded traditional village solidarity. 

Rulings set out in a government 
white paper in November 1984 have 
mended the situation, Musa asserted. 
Now villagers in Besut, a particularly di- 
vided area in north Trengganu, are 
greeting others outside their own par- 
ties. But the potential for a recurrence 
of Memali exists, insofar as pondoks 
(religious schools), where unquestioned 
respect is given to the teacher, still exist 
in the traditional Malay states. Pas 
maintains that another incident will 
only occur if the government wants to 
create one, by launching another large- 
scale police operation. 

Certainly the government takes Pas 
mix of politics and religion seriously. 
After communism and racial rivalry, re- 
ligious exploitation is the latest threat 
facing the country, declared Musa. 

Pas’ easy adoption of the role of Is- 
lamic authority — confidently issuing 
fatwa (Islamic rulings) — has angered 
Umno. Every Pas leader assumes the 
white holy cap of the haji and is called 
ustaz (religious teacher), no matter 
what . their qualifications, claimed 
Musa. Umno has taken particular ex- 
ception to Pas vice-president Abdul 
Hadi Awang's fatwa that to oppose gov- 
ernment is to conduct jihad (holy war) 
and to die in the attempt amounts to a 
mati syahid (martyr's death). 

"But we do not ask to be called 
ustaz," rebutted one Pas leader. “The 
people call us teacher of their own ac- 
cord." And jihad does not have to be 
violent struggle, said a Pas official. Any 
struggle for lam Agios cu t i 
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_ The elevation of three deputy ministers from Tan's faction to full ministe- 


_ rial positions has helped quash speculation that Mahathir continues to favour 

. former labour minister Datuk Mak Hon Kam for the MCA presidency as he 

... did during a 20-month-long internecine party power tussle which ended with 

. Tan becoming president last November. Mak has now been given the health 
. portfolio, taking over from Datuk Chin Hon Ngian who resigned. The MCA is 
. the second-largest party in the ruling National Front coalition. 
— A— Conspicuously absent from the new line-up is Tan himself, who earlier had 
... made it clear that he would not submit his name for any cabinet position so he 
.. could concentrate on “mending fences" within his strife-torn party. “I am in 
no hurry to join the cabinet," Tan said. 
=~ Taws maverick stand will cost him in terms of image and perhaps clout, 
. a Chinese political observer asserted. All presidents of National Front 
component parties in the past decade have held ministerial posts, which 
b ranslates into almost unchallenged authority in Malaysia's still feudal 
= yolitical hierarchy. Without ministerial power, Tan will have to rely on 
his personal image as an aggressive, successful businessman and as the 
Wo lu ERS ar us victor in the party power struggle. 
His businessman image has taken 
a beating since the recent collapse 
of Pan-Electric Industries, in 
which he had a major stake 
(REVIEW, 5 Dec. '85). 

Tan's standing in the Chinese 
community is particularly shaky 
now, remarked the observer. As a 
self-made tycoon, Tan's claim to 
leadership is based almost entirely 
on his position as head of the 
MCA's investment arm, Multi- 
Purpose Holdings. In politics no 
one is a friend forever, one of 
Tan's political rivals said, hinting 
that there were those among his 
allies who were “just waiting" for 
Tan's downfall. | 

To election pundits the timing 
of the appointments was signifi- 
cant, though interpretations dif- 
fered. While a party worker in the 

| "S opposition Democratic Action 
|Tan: shaky position. Party viewed them as an indica- 
3 FR tion of imminent elections — 

— “Tams faction needs those posts to give it credibility to face the Chinese 
voters," the party worker said — a political aide in the predominantly 
. Chinese Gerakan party saw the appointments as a possible sign that the 
expected elections might be deferred. “Mahathir,” the Gerakan aide 
said, “would otherwise just wait until after the election to announce 
1 q ehanges:? = 
The three newly promoted ministers are: 
=» MCA deputy president Datuk Ling Liong Sik, formerly deputy education 
JA minister, now transport minister — taking over from Tan Sri Chong Hon Nyan 
who resigned. | 
-= » MCA secretary-general Datuk Lee Kim Sai, a former deputy minister in the 
— Prime Minister's Department, now labour minister — taking over from Mak. 
. » MCA vice-president Datuk Chan Siang Sun, formerly deputy information 
— minister, now minister of housing and local government — taking over from 
_ Datuk Neo Yee Pan, who was dropped from the cabinet before his defeat by 
‘Tan for the MCA presidency. | pg x ! | 
j)- An PS oa e resignation as transport minister and Chin's resignation as health 
. minister left the new compromise cabinet bare of Neo's MCA allies. 
dp ELT | | | — Suhaini Aznam 
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Down from the farm 


Rice growers protest against depressed paddy prices 


By Paisal Sricharatchanya in Bangkok 


none tolerant Thai farmers 
seldom bring their grievances to 
Bangkok — the last farmers’ protest 
here materialised a year ago only at the 
instigation of the opposition Chart Thai 
Party. 

So when an estimated 2,000 rice 
farmers, mostly from the central plains 
provinces, converged in the capital on 6 
January to protest against depressed 
paddy prices it was clear their tolerance 
was bursting at the seams. Many had 
chartered trucks, travelling in small 
groups to Bangkok against the wishes of 
provincial authorities. 

The protest rally, held in front of 


. Government House, also made clear 


that the government’s paddy price-sup- 

ort scheme has been far from success- 
ul. The scheme was introduced last De- 
cember and tailored by the Social Ac- 
tion Party (SAP), the government’s 


, main coalition partner. Its apparent fail- 


ure so far may have further eroded the 
party’s already ebbing popularity in the 
countryside, where rice remains the 
most important crop. In recent months, 
the party has also suffered a series of de- 
feats in Bangkok’s gubernatorial elec- 
tions and by-elections. 

Against the government-set support 
price of Baht 3,000 (US$111) a tonne 
for high-grade 5% paddy, protesters 
from Prachin Buri and Uthai Thani pro- 
vinces told the REVIEW they were get- 
ting only Baht 2,000-2,200 a tonne for 
lower-grade paddy. Although the gov- 
ernment scheme is backed up by the 
Anti-Profiteering Act, under which 
harsh penalties can be handed out to 
rice millers who fail to purchase at the 
support prices, the demonstrators 
claimed middlemen and rice mills are 
refusing to buy at official prices. The 
prices are staggered according to quality. 

The brainchild of Commerce Minis- 
ter Kosol Krairiksh, a senior SAP 
member, the scheme is heavily depen- 
dent on the cooperation of about 1,200 
large rice mills. They are supposed to 
purchase paddy at the support prices 
with up to Baht 7.2 billion in blended 
concessionary credit, to be provided by 
the government and commercial banks. 
But owing to a combination of cir- 
cumstances — ranging from falling mar- 
ket prices to constraints on officials 
supervising rice-mill compliance with 
the government's scheme — many cri- 
tics doubt the effort will succeed 
(REVIEW, 7 Nov. '85). 

A spokesman for the Thai Rice Mills 
Association said it is too early to assess 
the extent of compliance. Charging that 
the farmers’ protest was politically 
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motivated, he said the government 
scheme is meant to support paddy prices 
in the main 1985-86 crop, whereas the 
bulk of paddy now circulating in the 
central plains is from the previous sec- 
ond crop — which is not covered under 
the price-support scheme. 

The protesters take issue with this 
view. Those from from central and 
northern provinces say that they began 
harvesting the new main crop late in De- 
cember and that the slow harvesting was 
due mainly to poor prices. 

The problem now is how the govern- 
ment can effectively enforce the 


scheme. In a three-hour meeting with 
some 200 representatives of the demon- 
strators, Kosol promised to maintain 
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strict inspection and supervision in the 
provinces to ensure that rice mills pur- 
chase at the support prices. Asking for 
10 more days to make the scheme work, 
Kosol hinted that he would resign if the 
scheme failed after this period. 


Kos assurances did little to pla- 
cate the demonstrators, who held out 
their first night on the city streets. It was 
not until the second day, after Prime 
Minister Prem Tinsulanond intervened 
by assigning his minister, Charn Manu- 
tham, to reiterate the government's 
support for propping up crop prices, 
that the majority of the protesters 
started to return home. 

Although a few hundred hard core 
protesters continued to hold out for a 
second night, the protest seemed to be 
fizzling out. But general resentment 
over the poor paddy prices still looms 
large in the countryside. This is adding a 
new dimension to a political storm now 
brewing over Prem's coalition, sparked 
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esignation of the 
SAP’s 15 cabinet ministers in the wake 
of Kukrit Pramoj’s resignation as SAP 
president (REVIEW, 9 Jan.). 

Kukrit, 74, had said he was stepping 
down due to his age and poor health, 
but the SAP's recent political setbacks 
may also have played a part in his resig- 
nation. 

Kukrit had voiced his support for a 
mass resignation and indicated in press 
interviews that the ensuing cabinet re- 
shuffle should be a large-scale change 
involving not only the SAP-held 
portfolios. The SAP caretaker leader, 
Bangkok MP and Foreign Minister Sid- 
dhi Savetsila, is understood to have dis- 
cussed the possible reshuffle during a 
meeting with Prem on 6 January, but 
both remained tight-lipped over the 
shape of things to come. 

In the event of a cabinet change, the 
most touchy bone of contention centres 
on Finance Minister Sommai Hoon- 
trakul. The majority of SAP MPs want 
to see Sommai removed. Architect 
the government's austerity programt 









the non-partisan Sommai is accused ^* 


causing the | current — econor i 
downturn, which has left the SAP to 
take much of the public's blame. But the 
finance portfolio — as well as those of 
defence and interior — are under 
Prem's direct control. Although the 
prime minister has not publicly praised 
Sommai, he has spoken on numerous 
occasions in support of Sommai's belt- 
tightening policy. 

The SAP ministers’ possible resigna- 
tions as well as the possible extent of any 
changes in the cabinet set-up were dis- 
cussed at a party executive committee 
meeting on 7 January. But plagued with 
conflicting demands from various rival 
party factions, the meeting failed to 
reach a unanimous position. Another 
meeting was scheduled for 10 January. 
As the SAP ministers have yet to call it 
quits, many political analysts point to 
the likelihood that a final decision over 
a new cabinet line-up will ultimately rest 
with Prem. a 
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Straw in the wind . 


Soviet hint of flexibility over elections 


By Nayan Chanda in Bellagio, Italy 


j n an apparent small shift in position on 
| & Cambodia, a Soviet expert on $outh- 






| east Asia has suggested that th&elec- 


ther 
par- 


tions in. Cambodia in which- 
Khmer factions are being asked 
ticipate would not necessarily hav 
held under the constitution of th 
sent Vietnam-backed regime. 
Under what form of constituti: 
elections should be held, he said, s 
be the subject of a meeting be 
Khmer parties — but without th 
sence of Pol Pot or leng Sary 
Khmer Rouge leaders who are 
ly unacceptable to Phnom Pe 
. 30 stressed the need for Vietnar| 
seek an accommodation with Chin 
accepting some Khmer Rouge lea 
in the Cambodian government. 
While acknowledging the novelt 
the suggestion, a senior US offic 
however, said that Moscow has not oil 
cially indicated any softening. Its pr: 
claimed desire for a Cambodia settle 
ment basically showed Moscow wantec® 


to have its cake and eat it, he said. * 


“What they would ideally like, I am 
sure,” this official said, “is for the Viet- 
namese to keep what they have and at 
the same time [the Soviets] to repair 
their own relations with Asean saying 
‘come on, let's forget Cambodia’.” 

Such a Soviet manoeuvre, in a sense 
underlined the need for the Asean 
countries “not to underestimate their 
own bargaining leverage and not to give 
it away for a mess of potage," he said. 

If the statement by the Soviet expert 
"yes reflect the official position of Mos- 

. wW, it could be aimed at attracting 
Cambodian resistance leaders to the 
negotiating table without paying any 
real cost. Even if the proposed elections 
were held, there is no indication of any 
intention of real power-sharing or à 
Western-style multi-party system. But a 
more flexible line might prove a useful 
pretext for some members of the non- 
communist factions of the anti-Viet- 
namese coalition — the Sihanoukists 
and the Khmer People's National Liber- 
ation Front — to compromise. 

In recent months the Heng Samrin 
regime has called for participation of 
eer personalities and groups in the 
resistance to participate in elections in 
Cambodia, but has made it clear that 
the elections would be under the con- 
stitution of the People’s Republic of 
Kampuchea (PRK) and the returnees 

. would be allowed to participate as indi- 
viduals, with the Kampuchean People's 
Revolutionary Party as the sole party. 

_ The suggestion of a shift from this 

| line — ar as the Soviets are con- 
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cerned — was made by one of two 
Soviet Southeast Asia specialists who 
came to Bellagio to attend a conference 
on Southeast Asia organised by the 
Washington-based Centre for Interna- 
tional Policy. Twenty-seven particip- 
ants in the conference also included 
Thai, Vietnamese and Lao officials, 
diplomats from Australia, Japan and 
India and academics from Malaysia, In- 
donesia and the US. China and the US 
declined to send official representatives 
to the conference, but it was attended 
vy several American experts including a 
ormer ambassador and a senior official 
f the Rand Corporation think-tank. 

Held in an isolated villa, the confer- 
ce offered opportunities for discreet 
d unoffical exchanges of views. The 
net expert — who asked not to be 


RAND 


Heng Samrin; Sihanouk: a chance for compromise. 


identified — made the suggestion about 
the format of the Khmer meeting during 
the last session of the conference and 
later elaborated on it in an interview 
with the REVIEW. Although not speak- 
ing in an official capacity, he undoubt- 
edly is fully aware of official thinking. 


e suggested that a settlement to the 

Cambodia problem should be 
achieved in three stages beginning with 
a meeting between different Khmer 
groups leading to a national election and 
formation of a new government. The sec- 
ond stage would involve holding a re- 
gional conference with Cambodia as the 
central theme, creating a climate for a 
durable peace in the area. The third stage 
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would involve holding an international i 
conference with the participation of the 
permanent members of the UN Security 
Council and other interested states. 

"There is no need to argue now whe- 
ther the elections in Cambodia would be 
held under the PRK constitution be- 
cause that precisely would be the sub- 
ject of negotiations between Khmer 
parties," the expert said. He also pre- 
dicted that despite the current Phnom 
Penh position forbidding other political 
parties, eventually there would be other 
parties. "After all the East European 
countries have more than one party," he 
said. This comment, however, suggests. 
a communist-controlled system with | | 
paper participation by other parties ra- — 
therthanamulti-party democraticsystem. | 

He said that Moscow had turned i 
down three Chinese offers to discuss the | 
question of Cambodia because “discuss- | 
ing that behind the back of our friends | - 
would be treachery and treachery would | : 
not be something good for the Chinese Ja 
either." Moscow wants China to talk di- |- 
rectly with Vietnam. A 

While expressing understanding for | 
the Vietnamese bitterness against China 
as the result of its experiences, 
the Soviet expert indicated 
some impatience with Hanoi’s 
hard line. The Vietnamese, 
he said, would at some time 
have to seek an accommoda- 
tion with China. “They cannot 
afford to have a hostile China 
on their border in perpetuity.” 
Asked in what way Vietnam 
could show flexibility towards 
China he said that Vietnam 
should accept the Khmer 
Rouge "excepting some peo- 
ple who could be retired in 
Yunnan." 

He pointed out that Heng 
Samrin and others in his 
leadership were once in the 
Khmer Rouge ranks. “Nations 
like the Soviet Union which 
have gone through the revolu- 
tionary experience know that 
one cannot continue to pun- 
ish ones own people," he. 
added. | 

Explaining the broader 
Soviet perspective on the region, he said | 
the Soviet Union wanted a solution to 
Cambodia as soon as possible because it 
was giving the US an enormous advan-. 
tage and depriving the Soviets of political 
and economic relations with Southeast 
Asia. “The Soviet Union’s future,” he 
said, “lies in the Pacific and in Siberia." | - 
While acknowledging the Soviet acquisi- | - 
tion of port facilities in Vietnam, he dis- — 
puted the notion that Moscow is a be- |. 
neficiary of the Cambodia conflict. Asa 
result of what he called, without elabora- _ 
tion, some Soviet “mistakes” the Soviet 
Union was unable to develop its trade 
and political relations in Southeast Asia, 
he said. | 

But the Americans, according to — 







DAVID JENKINS 


«ddl a PO onec e a rud n 


DAR eR, 


-— 


— P: 


x OM ER 




















Hing. betwe E Dico Garcia 
K atr ‘base in the Philip- 
. now refuel at U tapao in Thai- 
In aankon, E a he said, 
































































"tn ar with its effort to amelior- 
ate relations with China, the Soviet 
Union has recently stepped up its drive 
to improve its relations with Asean 
‘ountries. Compared to the wooing of 
China, its efforts in Asean have been 
modest. In 1985 more than 70 visits 
vere exchanged between China and the 
soviet Union. Recently Moscow has 
greed to modernise 17 industries in 
hina including two large metallurgical 
lants in An Shan and Bao Tou, and 
yuild seven new industrial enterprises. 
m. US$1.3 billion in 1984, Soviet 
increased to US$2.2 billion in 
Under the agreements signed by 
wo countries, total trade turnover 
986-1990 would be US$16.2 billion. 
ile the Soviet Union seems resigned 





‘technology, it also hoped China 
would also ste adily i improve its relations 
th Moscow, — 


fficials in the Reagan administra- 
tion, however, express doubt as to 
the seriousness of a moderate, almost 
self-critical approach presented by some 
Oviet representatives. One senior offi- 
ial in Washington said that the position 
on Cambodia taken by Soviet officials 
during the recent US-Soviet consulta- 


hard as nails." The Soviets essentially 
peated their known position that 
roblems are going to be over in two to 
ve years on their terms and the situa- 
on was irreversible. “As for the so- 
alled obstacles [to improved relations] 
vey will become blurred with time,” 
as how a Soviet official dismissed 
hina's position, 
. The US officials believe, neverthe- 
ss, that Moscow is suffering economi- 
y and politically as a result of its role 





g in Geneva, President. Reagan told 
ikhail Gorbachov “you and [the] 
namese are paying a high and un- 
ecessary price for that occupation, 
ich is illegal, which is condemned in- 
rnationallv." Reagan told him that 
oth Vietnam and the Soviet Union had 
a lot to gain from a political settlement 
which would open the wav for a con- 
structive relationship with the US and 
countries of the region. — 

However, according to highly placed 
urces, though Gorbachov addressed 
Afghan question, he never re- 
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seeing China rely essentially on West- | 


n on Asia held in Moscow "was as- 


| year-end press conference, Yu Han Yol 


Cambodia. During the summit meet- | 


nded to Reagan's remarks on Cam- | 
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Son Sann ee rounds as rebels gair 


By Rodney Tasker in Bangkok 


af he riftin the leadership of the Khmer 
People's National Liberation Front | 
(KPNLF) has deteriorated into an open 
war of words between the two factions, 
with the odds seemingly more and more 
against the front's besieged president, 
Son Sann. The rebels declared on 2 
January that they were in full control of 
the front’s military and civilian adminis- | 
tration, while an embarrassed Son Sann j 
had to admit publicly that he was being ` 
blocked from joining his troops and civi- | 
lian population on the Thai- C ambodian| 
border. | 

The fact that the Thai military ag. 
thorities are known to have told him 
that it would be "inappropriate" for hin 
to travel from Bangkok to the KPNLF" 
largest border refugee camp, Site 2, i 
significant. The 74-year-old front presi 
dent — also prime, | pister of the UJ 
recognised, resistan 
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A sta bi in the ba k 


A dozen defecting MPs put the opposition in disarray | 


By Shim Jae Hoon in Seoul. 


W ith 12 MPs from the New Korea 
Democratic Party (NKDP) defect- 
ing on 31 December, the biggest con- - 
stitutional opposition group challenging 
the regime. of President Chun Doo 
_ Hwan has been seriously crippled. Ata _ 


system that would preclude 
military figure from running in the ne 
presidential c election. 

The initiative from NCC def 
reduces the party’s total strength in 
parliament from 102 to 90; Under par- 
liamentary regulations, the NKDP with 
its diminished. strength can no longer 
call the house into session nor can it 
move motions for the resignation of the 

cabinet: Thus, witha single stroke, the 
s t parliamentary opposition in the 
try's recent history. has been sud- 


ectors 






and 11 other MPs from the New Conser- | 
vative Club (NCC), one of NKDP's. 
major factions, declared they were quit- 
ting the party in protest against what - 
they termed its “misguided leadership. E 
The surprise move announced by Yu 1. ^ 
and others previously active in the now - 
largely ineffective Democratic Korea | : 
Party (DKP), represents a crucial blow | 
to NKDP hardliners preparing a fierce 1 
campaign against Chun's constitution. |- 
stipulating an indirect election to the - 
presidency. The constitutional revision - 
advocated by the NKDP has assumed | 
greater importance in recent months 
with Chun's current term ending in 
1988. With the former army gener al re- 
peating his pledge of stepping down 
without seeking a new mandate, the 
NKDP is demanding a direct electoral. 












uthoritarian government. 
owever, NCC members, generally 
ning towards the party's centre and 
the Right, say they have been forced to 
break away from the NKDP because of 
its “befuddled leadership" and interfer- 
ence from hardline leaders such as Kim 
Dae Jung and Kim Young Sam, who in- 
fluence the party behind the scenes 
though they are barred by the govern- 
ment from membership. They have also 
accused the two Kims of distributing all 
nae party posers to their loyalis 





The situation also indicated the tacit 
support which Thailand is extending to 
is rebel leadership faction (REVIEW, 9 

Jan.). Support from the Thais and their 
| partners is crucial for the leader- 
ship, M any of the three Cambodian re- 
It. is believed that 
ore, in particular, is quietly giv- 
ipport to the rebels on the basis 
f there is a substantial dissident 
ment against Son Sann, Asean 
d passively allow à change of 


fdent of the coalition and leader of 
her non-communist faction allied 
‘the Khmer Rouge in a struggle to 


ears to observers to be changing ino 
p. Having earlier issued a statement 
h his home in Peking g supporting Son 
-talked to news- 


the 
: g that he ‘would 


another 


“dently cut down to a size manageable for 
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of Salvation (PCCS) of the KPNLF. 

A lack of will to cooperate with 
the smaller Sihanoukist faction in fight- 
ing the Vietnamese is one of the main 
charges levelled at Son Sann by the re- 
bels. 

Son Sann claims that he is supported 
as KPNLF president by China, the US, 
Asean and West European countries. 
According to informed sources, he still 
does enjoy Chinese support — China is 
the main source of military supplies for 
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Son Sann: embarrassed. 


leaving nothing for the moderates. Lee 
Min Woo, the current party president 
representing the centrist group, is much 
too weak to defy the two Kims and as- 
sert his independence, they said. 

Their action, however, ironically re- 
calls the reverse step they took about 
nine months ago, shortly after the mod- 
erate DKP's massive defeat in the Feb- 
ruary voting. In the post-election turn 

»wards the Left as espoused by the two 


...ims, these NCC leaders had jumped 


ship from the DKP in a scramble to join 
the more popular and hardline NKDP 
(REVIEW, 18 Apr. '85) organised just a 
few weeks ahead of the balloting. 


esponding to charges of opportunism, 

Lee Kon Il, a major NCC figure 
representing Pusan, has now claimed 
they are rebelling against their party's 
lack of a unified view. The two Kims, he 
said, were hardly agreed on how the new 
constitution should define the form of 
government. Kim Young Sam wanted a 
cabinet system while Kim Dae Jung a 
strong presidential system, he said. Nor, 
according to the defectors, were the two 
Kims completely agreed on how to fight 
Chun inside the national assembly. While 
Kim Young Sam wanted party members 
to accept piecemeal concessions from 
the government on democratic reforms, 
Kim Dae Jung would not accept any- 
thingotherthana full democracy, Chong 
Chai Won, a leader of the NCC, said. 
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the Khmer resistance — on the basis 
that he, together with Sihanouk and 
Khmer Rouge leader Khieu Samphan, 
were the coalition leaders entrusted 
with the mandate of causing the with- 
drawal of Vietnamese troops from 
Cambodia when the coalition was 
formed in 1982. But the other coalition 
supporters appear to be taking a more 
pragmatic view of what in effect is a 
power struggle within the KPNLF. 

On 2 January, Son Sann answered 
the rebel claims with a hard-hitting 
statement of his own, in which he de- 
scribed the provisional committee as an 
“open rebellion” which had been de- 
clared illegal and “a grave breach of the 
spirit and the fundamental institutions 
of our KPNLF, and therefore a 
banished organisation.” Son Sann sub- 
sequently told the REVIEW that while he 
was holding the door open to Sutsakhan 
and Del to return to what he described 
as the KPNLF “family,” two other rebel 
leaders Abdul Gaffar Peang Meth 
and Hing Kunthorn would have to 
show that they had been “disciplined” 
before being accepted back into the 
fold. 

However, most observers are won- 
dering more about Son Sann's future. 
Even if a settlement is reached, it seems 
the main condition will be that he re- 
mains only as an honorary president of 
his front, with real power in the hands of 
his current adversaries. Oi 


Outside their own circle, none of 
these arguments are readily accepted as 
a genuine reason for their defection. To 
many NKDP leaders including the two 
Kims, the NCC has fallen victim to a gov- 
ernment-inspired conspiracy aimed at 
eroding the party, with the defectors 
widely seen as a Trojan horse. "We've 
seen these tricks played against us by 
[late] president Park [Chung Hee]. " said 
one of Kim Young Sam's aides, adding: 
“By removing these useless [government] 
agents from our ranks, we can operate on 
a leaner but more disciplined basis.” 

The attention now is focused on how 
many more defectors the NCC can attract 
in the next few months. According to Yu 
and Chong, itis capable of adding at least 
six more rebels, bringing the breakway 
group just two seats short of gaining offi- 
cial recognition as a group capable of inter- 
party negotiations within the parlia- 
ment. In that event, it could seriously 
erode the NKDP'sstrength asa linchpin in 
the wholestruggle for democratic reforms. 

If the NCC gains official recognition, 
it could place itself between the NKDP 
and the Korea National Party, a group of 
old Park followers, asa third force within 
the parliament, making it a lot easier for 
the government to control its adver- 
saries. The prospect of this danger turn- 
ing into reality has so alarmed the hard- 
liners that they are beginning to call on 
Kim Young Sam to join the party to help 
shore up the NKDP'ssagging energy. p 
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Open season again 


Political activity resumes with gusto 


By S. Kamaluddin in Dhaka 


; dee to its political culture, Bangla- 
desh ushered in the New Year with 
big processions and mass rallies by the 
opposition parties. Not to be outdone, 
the political supporters of Lieut-Gen. 
H. M. Ershad, who doubles as the chief 
martial law administrator as well as the 
president, launched their own political 
party with the expectation of a presiden- 
tial election looming in the coming 
months. 

Not that there was a dearth of 
strikes and agitations with distinct poli- 
tical motives in 1985 in Dhaka, but 
open mass actions became legitimate 
on 1 January with the lifting of the 10- 
month ban on such activities by the au- 
thorities. The ban had been imposed by 
the martial-law government in the wake 
of last year's elections to the legisla- 
ture. 

Although the two mainstream oppo- 
sition alliances held separate rallies in 
Dhaka on 1 January, they announced a 
joint programme of action. With a re- 
solve to fight the military regime *to the 
end," the rallies called for a fresh elec- 
tion to a “sovereign parliament" — with 
the election to be held under a neutral 
regime, meaning a non-military 
caretaker government. 

Begum Khaleda Zia, chairman otf 
the Bangladesh Nationalist Party, 
which leads a seven-party grouping, 
lambasted the military regime as illegal 
and declared that it had no right to stay 
in power. In a more strident vein, 
Sheikh Hasina Wajed, president of the 
Awami League at the helm of a 15-party 
coalition, called for the restoration of 
the people’s rights through a coun- 
trywide mass movement. 

The first move of the opposition 
joint programme was a half-day general 


nA 


strike in Dhaka on 5 January, with more 
to come on 13 January. 

The 5 January anti-government 
strike virtually paralysed the capital, 
shutting shops, offices and halting trans- 
port services. A vehicle belonging to the 
British High Commission was set on fire 
by the strikers, and armed police had to 
intervene. Already, more than 35,000 
doctors, engineers and agricultural sci- 
entists are on strike since 22 December; 
and other unionists are waiting in the 
wings. 

The work stoppage by these white- 
collar functionaries, which has crippled 
government services, forced the mili- 
tary authorities on the defensive. The 
authorities who -had earlier blamed 
the "intransigent and unreasonable at- 
titude" of the strikers moved to begin 
negotiations with the aim of meeting 
most of their demands. The United 
Council of Labour — an umbrella body 
of 16 mainly blue-collar trade union fed- 
erations formed last year — is threaten- 
ing its own mass action tentatively sche- 
duled 20 January. The opposition has in 
the past supported the council and link- 
ages of many of these unions with oppo- 
sition parties have since grown consid- 
erably. 


rshad has been well aware of the 

formidable threat a combination of 
the unions and the opposition could 
pose to his government. In order to con- 
trol violent agitation he banned all poli- 
tical activities early last year. In another 
move to bolster the prestige of his re- 
gime he has tried to gain foreign policy 
successes, the high point of which came 
at last month's launching of the South 
Asian Association for Regional Coopera- 
tion (Saarc). Although Ershad's efforts 


won him plaudits abroad, Saarc did little 
to shore him up in domestic politics. 

[n an attempt to meet the opposition 
half-way, he has also, from time to time, 
declared his intention to hold elections 
in 1986, without specifying exact dates, 
which, he has promised, would be done 
after consultations with the opposition. 
His aides have been involved in discreet 
and informal exchanges over the date of 
the next election, but no announce- 
ments have been made. 

Meanwhile, Ershad has been oc- 
cupied with transforming a political 
grouping — the pro-government five- 
party National Front — into a broad- 
based political party which could be- 
come the springboard for launching his 
presidential candidacy at the next elec- 
tion. The National Front formally con- 
verted itself into a single entity called 
the Jatiya Party (JP) — meaning na- 
tional party — on 1 January. The con- 
solidation of the JP could also lead t 
some of its stalwarts getting top goverr 
ment positions, which in turn would 
bolster Ershad's plan to civilianise the 
military government. 

Serving military officers hold high 
government positions and Ershad's own 
tenure as chief of the army staff ends in 
1986. With little doubt over his candi- 
dacy for the presidency, Ershad will 
have to appoint the next army chief 
sometime this year. This succession has 
become important with the commence- 
ment of open politics this month. In this 
context, some of the routine changes in 
the top brass due in the near future have 
also gained significance. 

Currently, five serving major-gener- 
als hold cabinet posts: Mannan Siddiqi, 
Mahmudul Hassan, Abdul Monem, 
Mohabbatjan Chowdhury and Shamsul 
Huq. Of these the first two, who are also 
doubling as quarter master general and 
engineer-in-chief respectively, are 
likely to retain their cabinet slots an - 
give up their military positions. Siddic 


and Hassan are, respectively, expected n 


to be replaced by Anwar Hossain, the 
incumbent director-general of national 
security and intelligence, and Nuruddin 
Khan, currently commander of the 24th 
Division in Chittagong. Other changes 
including the promotion of some 
brigadiers are also in the offing. 

Most of the changes could take place 
before April, the likely month for the 
next election. Launching the pro-Er- 
shad JP, the newly appointed secre- 
tary-general of the party, M. A. Matin, 
who is also the works minister, said that 
he favoured an election in April. With 
the apparent aim of stealing the opposi- 
tion's thunder, Matin also called for an 
end to martial law and the restoration of 
the currently suspended constitution. 

Matin also said that to ensure free 
and fair elections, martial law courts 
should be wound up before the polling 
and called for the restoration of funda- 
mental rights and the full jurisdictions 
of the High Court. Oo 
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AUSTRALIA'S INTERNATIONAL — 
RESOURCES ENTERPRISE —— 
REPORTSRECORDFIRST HALF — 

PROFITS AND DIVIDENDS. 


For the half year ended November 30, 1985, 4 
BHP lifts worldwide sales to A$4.4 billion 3 
(up 2896 on same period last year) E 
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with profit increasing to A$587 million (up 60%). a 

SALES NET PROFIT TOTAL DIVIDENDS PAID C 

(A$ Millions) (Before minority interests & extraordinary items) (A$ Millions) M 

(A$ Millions) 

[ —.] May Half Year 7102.1 [C] May Half Year* 774.2 [J May Half Year * 262.4 | 
November Half Year November Half Year November Half Year a 
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A record profit tends to stand out these 
days in the international resources business. 
BHP’s latest result demonstrates the strength 
of its long term strategic investment policies. 

The November dividend of 17.5 cents per 
share was an increase of 58% on the dividend 

at that time last year (adjusted for bonus issue). 

The charts above show the first half year 
performance of BHP's businesses —petroleum, 
minerals and steel. 

For continued profit and dividend growth, 
BHP committed A$3 000 million in the six 
months to capital development and acquisitions. 
Monsanto Oil Company, USA, was acquired 
for A$1100 million. Through acquisition and 
exploration, BHP is accumulating resources 
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1985 1986 ig 1983 1984 1985 1986 
* Financial year ends May 31. 

faster than it is depleting them, despite 

record production. 

As a supplier of natural resources to 
major customers in Japan, China and other 
markets in the fast-growing economies of 
Asia and the Pacific, BHP is ideally placed 
to maintain its competitive performance. 

For further information, please contact 
International Investor Relations Dept., The 
Broken Hill Proprietary Company, 140 William 
Street, Melbourne, Vic., Australia 3000. 
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_ cL THE 5TH COLUMN iiis 
.| South Pacific islanders | 








question US friendship 


Fi ecent reports suggest that the US is 
in the process of reviewing its re- 
lationship with the island states of the 
South Pacific. While few will doubt the 
need for a reappraisal, no single event 
appears to have sparked this review. 
Rather Washington seems to be react- 
ing to an accumulation of reversals, par- 
ticularly within the past year, which 
have undermined the US’ image. 

One of the final straws must have 
been the public appeal made by Austra- 
lian Ambassador to the US F. Rawdon 
Dalrymple for Washington to reflect on 
its standing in the South Pacific. Dal- 
rymple offered his criticism in a speech 
to the Asia Society in Washington. 

A major theme in Dalrymple’s ad- 
dress focused on the tendency of the US 


_ to interpret events substantially in terms 


of the power struggle between Washing- 
ton and Moscow. Such issues, he ar- 
gued, “are a little remote to people who 
are living on tiny islands in the midst of a 
vast southern ocean.” He went on to 
suggest that the US find other ways of 
appealing to Pacific islanders. 

Whether or not Washington will 
heed Dalrymple’s gentle chiding re- 
mains to be seen. Yet he could have 
scarcely offered better advice. The US 
has been welcomed in the Pacific islands 
not because it is a superpower but de- 
spite this status. 

There is no other area of the world 
where the differential in power is so 
marked between the US and the region- 
al states as in the South Pacific. The re- 
gion has nine independent countries 
with populations ranging from the more 
than 3 million people of Papua New 
Guinea and 600,000 of Fiji to the scant 
7,000 islanders of Nauru and Tuvalu. 
Two other small countries — the Cook 
Islands (22,000) and Niue (3,000) — are 
self-governing in free association with 
New Zealand. 

As a region of micro-states, the 
South Pacific is not unnaturally sensi- 
tive to asymmetrical power relation- 
ships. After all, virtually all extra-re- 
gional contacts are necessarily with 
larger states. Nonetheless, the islanders 
have not forgotten that they lost their 
sovereignty in the 19th century in a 
great power rivalry over coaling stations 
and imperial prestige. 

Ostensibly there should be little to 
concern the US in the South Pacific. 
Neither the Soviet Union nor its surro- 
gates have an established greens in 
the region. There is little if any public 
support for Marxist ideology among the 
islanders, most of whom are staunchly 
Christian. Further, strategically the re- 
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gion has been a backwater for more 
than 25 years. 

What is disconcerting to Washington 
— and to Canberra and Wellington — in 
this ironic geopolitical situation is that it 
appears too good to last. Since cir- 
cumstances are strategically about as 
favourable as they can be, any change 
would seem inevitably to erode Western 
interests in the South Pacific. Hence, a 
heightened and at times alarmist sen- 
sitivity to change in the region. 

And this is where the rub begins for 
the US in its South Pacific affairs. Wash- 
ington's reaction to change in the re- 
gion, particularly under President 
Reagan, has been pitched at the level of 
a superpower protecting global interests 
rather than a traditional friend involved 
with the region since the early days of 
Western contact in the 18th century. 


C urrently there are four major issues 
in US relations which are causing 
the South Pacific states to look cir- 
cumspectly at their US connections. 
These are Washington's policy on tuna, 
its support for France, the decolonisa- 
tion of its Micronesian Trust Territory 
and the Anzus dispute with New Zea- 
land. In all four cases, Washington has 
given the impression of preferring the 
superpower role to that of friend. 

The fisheries imbroglio has been the 
most public, and to that extent most dis- 
astrous, of Washington's regional faux 
pas. Most of the South Pacific's micro- 
states are more concerned with their 
economic vulnerability than with any 
external physical threat. The absence of 
land-based resources in the smaller 
countries leaves them little alternative 
for avoiding aid-dependency other than 
the potential wealth in their tuna-rich 
oceans. Thus the unwillingness of the 
US to accept the UN Law of the Sea 
Convention, which recognises coastal- 
state jurisdiction over tuna, strikes at 
the islanders’ hopes for self-sufficiency. 

Protracted and costly negotiations 
have been pursued to devise a regional 
access treaty for American tuna fisher- 
men, and some optimism is held that 
agreement will be reached in early 1986. 
Nevertheless, the use of, or threat to 
use, domestic legislation to impose 
sanctions on Papua New Guinea in 1982 
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Kanaks: losing patience. 








and the Solomon Islands in 1984 for 
seizing American poachers has soured 
relations critically. 

"The American fishermen have not 
been averse to using their protection 
under US law as a lever in negotiations 
to secure favourable private-access 
agreements. Ham-fisted use of these 
tactics by the American Tunaboat Own- 
ers Association (ATA) in late 1984 led 
directly to the decision by Kiribati 
to consider a Soviet offer for fishing ac- 
cess to Kiribati waters. 

Kiribati President Ieramiah Tabai 
took pains to emphasise during the 
negotiations with Moscow that the 
fisheries access was purely a commercial 
arrangement. It would not, he pointed 
out, give the Soviets a physical presence 
in the state, nor did it imply an ideologi- 
cal change of heart by the people o 
Kiribati. However, fees on the order o 
10% of the annual national budget were 
hard to refuse. 

The Soviet fishing deal was signed in 
August 1985, some seven months after 
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talks began and less than a year after,the . 
failure of the renewal meeting with the’ 
ATA. The speed of the entire exercise 
contrasts markedly with the slow pace 
of the US regional-access treaty negoti- 
ations, though US officials note that 
multilateral pacts are more difficult to 
negotiate than bilateral ones. 

Moscow's admission to the ranks of 
the South Pacific distant-water fishing 
nations gives the Soviets the best chance 
they have had to date for refurbishing 
their image in the region. It now has a 
year of probation to show it can behave 
itself. Previously the Soviets' offers of 
resident missions, development aid and 
cultural access have been refused. 

Two countries — Tuvalu and Van- 
uatu — have indicated now that they 
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might entertain similar offers from Mos- 
cow if the Kiribati arrangement works 
out. Also, as revealed at the South 
Pacific Conference in Honiara in Oc- 
tober 1985, the status of a distant-water 
fishing nation could give the Soviet 
Union access to regional meetings 
through regional fisheries data-sharing. 

Washington's ambivalence over 
French activities in the South Pacific is a 
source of concern to the region on two 
counts. It appears to condone French 
colonialism in New Caledonia and to 
support continued nuclear testing by 
France at Mururoa. Each has been con- 
demned for many years at meetings of 
the South Pacific Forum. 

In both cases the US sin is more one 
of omission than commission. That is, 
despite open calls from the islands and 
from Australia and New Zealand for the 
US to assist the region in its efforts to 
change France’s policy, Washington has 
‘ther failed to respond or referred to 

sks to “stability” if Paris alters its posi- 
uon. 

The independent island states recog- 
nise Washington's fear that the Kanaks 
— the indigenous Melanesian people of 
New Caledonia — could move sharply 
to the Left if they win independence 
from France. But they believe Western 
resistance to the legitimate claims for 
self-determination by the Kanaks will 
make this a self-fulfilling prophecy. 

The Kanak leadership has sought to 
maintain a close and supportive re- 











& Washington now appears 
willing to sacrifice a regional 
alliance in order to maintain 

a principle which it regards as 

having global significance. 


lationship with the two Western- 
oriented members of the South Pacific 
orum — Australia and New Zealand. 


9^ .ecent reports that a second group of 


Kanaks is about to leave for training in 
Libya may indicate now that the Kanaks 
are losing patience with regional 
mechanisms working towards a political 
solution in their country. 


W ashington’s second area of guilt by 
association with Paris is more jus- 
tified, perhaps. Pacific islanders have a 
highly developed sensitivity on all mat- 
ters nuclear. For two decades they have 
regularly opposed nuclear testing, nu- 
clear storage and nuclear waste dump- 
ing in their region. In August 1985 the 
South Pacific Forum agreed on a treaty 
to make the region a nuclear-free zone. 

The US has refused to condemn the 
French tests though, as US Assistant Sec- 
retary of State Paul Wolfowitz recently 
made a point of emphasising, Washing- 
ton tests its weapons at home. The US 
has made explicit that, should it sign 
protocols in support of the South Pacific 
nuclear-free zone, its action would be 
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without prejudice to the French tests. 

Despite its extensive nuclear allergy, 
the South Pacific is not of a single mind 
regarding nuclear-ship visits. The 
majority of independent states has been 
prepared to admit such vessels thus far, 
though often with qualms. Vanuatu has 
been in the vanguard of opinion oppos- 
ing port visits. 

It might be expected that such a cir- 
cumstance would aid and comfort 
Washington in its dispute with New 
Zealand Prime Minister David Lange 
over nuclear-ship visits under the Anzus 
alliance. In the early days it probably 
did, but events during 1985 have some- 
what redressed the balance. 

At one level, some islanders are con- 
cerned that a loyal ally could be treated 
in what is perceived to be a rather harsh 
manner. What would be the treatment 
of a friendly but much smaller state not 
so well connected with Washington if it 
should get out of step? 

More substantially the dispute with 
New Zealand has focused regional at- 
tention on the purpose and value of 
Anzus. It has long been assumed that 
Anzus provided some security guaran- 
tees of a regional nature which would 
assist the relatively defenceless island 
micro-states. Washington’s reaction to 
New Zealand has thrown some doubt 
on these assumptions. 

Washington now appears willing to 
sacrifice a regional alliance in order to 
maintain a principle which it regards as 
having global significance. The newly 
formed Fiji Labour Party has already 


made some political headway by casting 


the US merely as a global superpower 
with little regional relevance for Fiji. If 
the Anzus crisis continues, this attitude 
may spread to other islands. New Zea- 
land, for its part, has made a point of 
stressing the regional focus of its de- 
fence interests and the compatibility of 
its stand on port visits with the princi- 
ples of the nuclear-free zone. 

What will happen to US relations 
with the South Pacific states if the cur- 
rent review does not heal these festering 
political cankers? Perhaps not as much 
as the harsher critics might expect. Cer- 
tainly the islands are unlikely to turn im- 
mediately to the Soviet Union to fill any 
vacuum left in their external relations 
by alesser role for the US. Yetthey may 
be also less willing over the longer run 
automatically to deny themselves a 
higher level of contact with Eastern- 
bloc countries. 

The Pacific islands have shown that 
they prefer to maintain good relations 
with the US and, indeed, as they dem- 
onstrated by the decision of many states 
to close their ports to Soviet cruise ships 
after the invasion of Afghanistan, the is- 
lands are even prepared to make sac- 
rifices when necessary. However, as 
Dalrymple so ably argued, they do re- 
quire the US to treat them as the friends 
of a regional power, not the client states 
of a global superpower. oO 















FOREIGN RELATIONS 


Borderline 
friends 


Thai-Lao relations continue to be 
marked by mutual suspicion 


By John McBeth in Bangkok 
A: aging Soviet-made Antonov-2 
transport aircraft, which has been 
sitting on the tarmac at Thailand’s Udon 
Thani airbase for the past 17 months, is 
a symbol of Bangkok’s uncertain rela- 
tions with the communist regime in Vien- 
tiane. Flown in by two defecting Lao 
pilots in July 1984, the aircraft is at the 
centre of a wrangle of playground pro- 
portions. 

The Thai Government initially asked 
Laos to pay Baht 70,000 (US$2,700) to 
cover the costs of storage and mainte- 
nence. Vientiane refused. Recently, the 
Thais had a change of heart and waived 
the charges, but insisted that Laos pay 
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Thai Ranger: sovereignty issue. 


for the fuel needed to fly the aircraft 
back across the Mekong River into Laos 
— a sum believed to amount to about 
Baht 11,000. Again, Vientiane refused, 
adamantly sticking to the view that Thai 
enticements were responsible for the in- 
cident in the first place. And there the 
matter rests. 

Similar bitterness arose over a 2,000- 
tonne asphalt shipment, which was held 
up for months before Thailand finally 
allowed it into Laos. Asphalt is on a list 
of 273 "strategic" goods for which the 
Thais do not normally grant transit 
rights into landlocked Laos — in this 
case because of fears that the material 
would be used for the construction of 
runways which, in turn, could be used 
by Lao or Vietnamese military forces 
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supplier, made it clear the asphalt was 
to be used for aid projects. 
Diplomatic sources say such embar- 
goes and the restrictions Thailand 
| places on the number of cross-river 
| trading points are a continual irritant in 
| the relationship and dismay moderate 
Lao Government officials who feel the 
. Thai actions are driving Vientiane even 
deeper into the Vietnamese camp. 
However, by far the most important 
issue is the continuing dispute over 
three small hamlets on the land border 
between the countries, which has drag- 
| ged on since March 1984 (REVIEW, 15 
_| Aug. '85). Bangkok claims sovereignty 
.| over the villages of Ban Mai, Ban Klang 
and Ban Savang on the strength of a 
1978 US-made aerial-survey map, 
which shows them on the Thai side of 
the watershed demarcating the border- 
line. Laos bases its claim on a 1907 
map drawn up by its former French 
X colonial administration, which puts the 
| villages in the Lao province of Saya- 
— boury. 
| Thai officials acknowledge there are 
| other border areas, both to the north 
| and south of the current trouble spot in 
| Thailand's Uttaradit province, that are 
| open to dispute as well. Over the past 
| few months there have been reported 
| Pathet Lao troop incursions into Nan 
| province, in particular, with growing in- 
.| dications of Lao support for Pak Mai — 
| a breakaway faction of the Communist 
| Party of Thailand, whose armed prop- 
| aganda teams have been active there. 
.| Laos, for its part, accuses Thailand of 
acting as a sanctuary for Lao resistance 





— for the current tension. Such rhetoric 
exasperates Thai officials, who have ac- 
cused Vientiane of trying to create divi- 
sions between the Thai Government 
and its people, and of maintaining an at- 
mosphere which is not conducive to re- 
establishing friendship between the 
countries. 

The three-hamlet issue is likely to 
fester for some time. Although Phoumi 
Vongvichit, a vice-chairman of Laos’ 
Council of Ministers and a politburo 
member, acknowledges that Thai 
troops did withdraw from the villages on 
13 October 1984, he continues to com- 
plain about their presence in hills 
overlooking the area — inferring that 
the high ground too is in Lao terri- 
tory. 

Talking with REVIEW contributor 
Francois Nivolon on 4 December 1985, 
he also alleged that, though 100 families 
have returned to the hamlets since fight- 
ing died down, 
another 1,042 were 
forced to move into 
Thailand and remain 
there against their will 
— a claim that proved 
to be without founda- 
tion when Western 
newsmen visited and |... 
spoke with them last |... .- 
August. Y VC 

During talks in 
July 1984 and again 
the following month, 
Lao Deputy Foreign 
Minister Soubanh 
Srithirath was said to 
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Di for strained ties 


uring an interview with REVIEW 
contributor Francois Nivolon 


in Vientiane on 4 December 1985 
. Phoumi Vongvichit, a vice-chair- 
. man of Laos’ Council of Ministers 
and a politburo member, discussed 


Laos' current border dispute with 


. Thailand and told the REVIEW: 


“This [the three-hamlet issue] is 


: not a border problem but an armed 
f pus against Laos. In 1978, 
. [then 


Thai] prime minister 
Kriangsak [Chomanan] and [Lao 


Council of Ministers Chairman] 
Kaysone [Phomvihan] said they 


wanted the Mekong 
to become a river of 
peace. But if seems 
Thailand has forgot- — 
tenthisidea... — —— 
) SVE. have Mme- 
same traditions, the 
same language, the 
same religion . . . 
The great majority 
of the Thai people do - 
not agree with the 
policy followed by 
Gen.  Arthit and 
[Thai] Foreign Min- 
ister Siddhi Savet- 
Sila... | 


















| fighters. have - agreed to “We respect the 
B Bangkok's proposal border delimited in 
he Thais are convinced that the | for a joint technical . 1907 by France and 
three-hamlet issue was first raised at | team to survey the Siam [now Thailand]. 
the instigation of Vietnam and believe it disputed area — pro- After World War H, 
was contrived in an unsuccessful effort | vided the Thais pulled the allied countries 
to prevent Thailand securing a place on | their troops out of the forced Thailand to 
the UN National Security Council. Viet- villages. Diplomatic givebacktoLaosthe _ 
| nam is estimated to have about 40- | sources say that two provinces [Saya- ~| 
j .. 60,000 troops in Laos and also a signifi- | Soubanh seemed to boury and Champas- — 
| M. cant number of advisers, who workinall | demonstrate a touch sak], annexed > 
| government departments except the | more flexibility than early 1941. 


|. "We have a 1,600- 

km border with 
Thailand. We never 
raised any border 
—— - problem, though the 
Mekong was not the border before 


1 . Foreign Ministry. Vientiane wanted in 
| There is much thatiscontradictoryin | the first round of 
. the Lao approach to Thailand. Vien- | talks and that when 
. tiane officials have told diplomats that | he returned to the 
_ they are not in favour of local negotia- | Bangkok negotiating 
. tions because they believe it is impossi- | table in August he took a tougher 





Phoumi: armed aggression. 08 8urnows 





.| aganda, 


. ble for Thai provincial governors to cut 
| across the entrenched interests of local 
41 police, the military and customs offic- 
| ers. But while they say they prefer to 
| deal with Bangkok directly, the same 
| Officials contend that Thailand's inher- 
| entinstability is an inhibiting factor, im- 
| Plying that Thai military ambitions 
| toimprove relations. 
| This theme is reflected in Lao prop- 


which consistently blames 





stance. 


Although Western diplomats appear 


to be less inclined to see the linkage than | 


the Thais, Soubanh — along with Edu- 
cation Minister Bounthiem Phitsamay 
— spent about eight months in Hanoi 
between early April and late November 
1985 undergoing “political education." 
Such extended courses are not uncom- 
mon for Lao officials, even the more 
senior ones, and Laos observers say that 
as a graduate from a French military 






the arrival of the French. Should the 
problem be raised, we would be the — 


— winning country. The Thai Govern- 
ment is afraid that we claim the 17 — 


rovinces of northeastern Thai- 
and. p S 


-~ “But we did not raise the prob- 
lem and, I repeat, we accept the 
border agreed upon by France 


and Siam in 1907. We hope that, 
in the future, the leadership in 


.| “ultra-rightist reactionaries in the Thai | Pool n nt o 
p ruling circles" — one of them clearly ns | 


n 


academy they are surprised Soubanh 
did not go earlier. Oo 
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TRY A LITTLE HELP FROM A FRIEND 


elping you score a birdie is not what personal other products to be as compact, rational, portable 
computers are ordinarily designed for. cost-efficient and responsive to your needs as 
At Epson, we think it should all be part of what possible. We make them technologically advancea 
- a computer can do. endow them with the most sophisticated feature: 
Like everybody else, we ... and capabilities, and at the same time design then 


to be handy to use and take around 

That way, you can depend on them even in the 
most unlikely situations. 

Bunkered? Try a little help from your 
/ Epson. It may be all you need to win 


EPSON 


SEIKO EPSON CORPORATION: Head Office: 3-5, Owa < M chome, Suwa-shi, Nagano, Japan Tel: (0266) 52-3131 Telex: 3362-435 EPSON ELECTRONICS (SINGAPORE) PTE., LTD. ! 
302-19, World Trade Centre, Telok Blangah Rd., Singapore 0409 Te 2786071 Telex: 39536 EPSON ELECTRONICS TRADING LTD.: 30/F, Far t nce Centre, Ha 
Tel: 5-282555 Telex: 65542 EPSON ELECTRONICS TRADING LTD. (TAIWAN BRANCH): 1 -BF, K.Y. Wealthy Bldg., 206 Nanking E. R e rai 


believe your personal com- 
puter should provide you 
with the utmost efficiency. 
But we also think it's equally —— 4 
important to make it ~ 
user-friendly and easy to operate. 

After all, what good is technical 
efficiency if you can't utilize it to 
your advantage? 

And that's why we design our = 
personal computers, printers and 








MAS 747 FIRST CLASS. Long stretch on a long stretch. Our ‘Easy Sleeper’ 


seats are designed to give maximum comfort on the longest haul. MAS 747 First Class. If youre t 


MAS 747s TO AMSTERDAM m DUBAI t FRANKFURT t KUALA LUMPUR m LONDON ® MELBOURNE 8 PARIS 8 SYDNEY 
FOR RESERVATIONS CONTACT YOUR TRAVEL AGENT OR MALAYSIAN AIRLINE SYSTEM OFFICE. 190 CLEMENCEA 


EAU AVENUE, 02-09/1| SINGAPORE SHOPPING CENTRE SINGAPORE 0923. TEL: 3366777 





o the best on the ground, you expect the best in the air. 
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WELL TREAT YOU LIKE GOLD 


malaysian airline system 


At least once, this should be your 


view of Hong Kong. 


The terrace suites, 
reserved for the privileged few. 


the 
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HONG KONG 


A REGENT®INTERNATIONAL HOTEL 





ALBUQUERQUE. AUCKLAND. BANGKOK. BEVERLY HILLS. CHICAGO. DUSSELDORF FIJI. HONG KONG. KUALA LUMPUR. LONDON. MELBOURNE. NEW YORK. SYDNEY. 


HONG KONG 3-7211211, TELEX 37134; SINGAPORE 7373555; TOKYO 03-211-4541. 


t ui E 






































© EACH month Radio Australia pub- 
lishes an analysis of mail received from 
listeners to its short-wave services 


beamed to various parts of the world. 
Old mate Ken Gott reports that there 
has been a dramatic drop recently in let- 
ters from listeners to its Vietnamese ser- 
vice. The explanation is simple. Up to 
June 1985 it cost Dong 24 (US$2.40) to 
send a letter overseas by airmail: 
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That was expensive enough: as the 
average salary of such listeners is esti- 
mated at Dong 300, it cost 8% of their 
average earnings to post a letter over- 
seas. 

But as from July last year, the post- 
age on such a letter rose to Dong 159, 


which represents over 50% of an aver- 


age salary: 





Despite recent hints, aimed at Wash- 
ington, that Hanoi's leaders might, 
eiven appropriate concessions, discuss 

iding their military occupation of 
-eambodia, they remain intransigent, 


arrogant and increasingly isolated. 

And, as the new postal rates reveal, 

they will stoop to any depths to isolate 

their own citizens from overseas con- 

tact. I wonder if the BBC and the Voice 

of America have noticed a similar fall- 

offin their Vietnamese correspondence. 

@ CHINA makes regular claims that it 

would welcome the return from exile of 

the Dalai Lama — though, when the 

fine print is examined, it becomes clear 

that the welcome would be restricted to 

a specially prepared home in Peking and 

strictly limited activities. And postcard 

rtraits of the man whom Tibetans re- 

gard as the 14th reincarnation of their 

leader are not welcome at all. When, 

last year, a six-member mission led by 

Ku-ngo Kundeling (a former minister of 

the Tibetan government in exile), visit- 

ed Tibet, they carried 40,000 pictures of 

the Dalai Lama and thousands of silk 

| cords he had blessed. These gifts for the 

.| faithful were confiscated by the Chinese 
A uis. — EE ER PTS DR 
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when the mission entered China and only 
returned to them at the end of the trip. 

e mission coincided with the 20th 
anniversary of Tibet's *unification with 
the great motherland" — but the visit- 
ing Tibetans were not allowed to attend 
the celebrations. Neither were the 
foreign news media, though earlier re- 
ports stated that both tourists and re- 
porters would be welcome. "Not sur- 
prising," a Tibetan scholar commented. 
“The organisers lost their nerve. And 
the phrase ‘great motherland’ they use 
only underlines the cultural gap. We 
Tibetans call our home ‘the fatherland’.” 
@ ANOTHER place at which tourists 
would not presumably be welcomed was 
featured in another China newsagency 
report last November: China’s first nu- 
clear fuel production research base. The 
reporter was very cagey about its loca- 
tion — “hidden in a poplar wood in the 
heart of the grasslands,” which would 
seem to be somewhere in Inner Mon- 
golia. 

But apart from overcoming difficul- 
ties in implementing “China’s plan for 
building its own nuclear arsenal,” the 
base goes in for other, seemingly margi- 
nal activities. It produces calcium for 
domestic use and for export, rare earths 
and *permanent magnetic materials." 
And, with no apparent sense of anti- 
climax, the reporter added: “In addi- 
tion, [the base] is planning to run a 
joint-venture taxi service with Hong- 
kong businessmen.” 

e OTHERWISE, China is going into 
the arms business with few inhibitions. 
Alfred Croucher, a China trade consul- 


tant, tells me that Norinco (the China 


North Industries Corp.) once tried to 
sell him what was described as a single- 
shot sporting rifle which they had been 
exporting since 1950. It turned out to be 
an AK47 — and Norinco had de-acti- 
vated the semi-automatic mechanism. 
More recently, Norinco advertised 
their wares in the pages of the China 
Trader — decorative art pistols, based 
on the People's Liberation Army's 
7.62mm model 64 pistol. The product 
was evidently the result of a pretty 
sophisticated market survey of the Mid- 
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The accompanying sales blurb also | 
reveals some knowledge of Western - 
psychology. It reads in part: “Maintain- 
ing the combat effectiveness of the orig- 
inal pistol, these models combine tradi- 
tional arts and crafts with superbly de- 
tailed engraving. Inlaid with emeralds, 
agate, cloisonne-enamebled and gold 
plated, each pistol is manufactured as a 
work of art, suitable for heads of state; . 
for ladies and gentlemen to carry and | 
for pistol fans to collect. Our art pistols 
illustrate a wide range of subjects in- |. 
cluding religious themes . . . We offer | 
our services to heads of state, generals, | 
gun-collectors and to people all over the | 
world." | a 
e OVER in the US, Boeing makes | 
planes. Right? The firm is headquar- — 
tered in Seattle. Yep. It was thus some- | 
what surprising for Ray Steen to find the NE 
following so-what's-new? headline in | 
the Seattle Times: A 


; 
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Boeing adds aircraft i 
to its family of jets 


e OTHER aviation headlines: Cathay | 
Pacific now has non-stop flights be- | 
tween London and Hongkong, and very 
convenient they are too. But that's not 
what their ads in UK magazines, spot- 
ted by Alan Gooch, say (some passen- 
gers might actually like to get off in 
Hongkong): 


Only Cathay Pacific fly IN 
to Hong Kong and back. Non-stop. | | 
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@ ANOTHER item, in Daily Commer- | 
cial News — Airways News spotted by | 
Anne Le Lohe, reported the views of | 
Lord King, chairman of British Air- | 
ways, that more twinjets would be used. 
on long-haul routes. But the headline . 
was more like something out of a fash- 
ion magazine: 


Wider use of twinsets tipped | 


e VISITING Peru, Lindsey Shansonof | 
Singapore purchased a bar of soap | 
which presumably means something 
nice in Spanish: 


GRA 


JABON DE TOCADOR 


@ A LETTER drops in Amsterdam, | 
and distorts a canal tour: | 






| t By Husain Haqqani in Islamabad 

i pp akistan's President Zia-ul Haq sur- 
du prised his supporters and critics 
| alike when he lifted martial law on 30 
. December without imposing alternative 


restrictions on dissent. Zia restored an 


| 
| 
3 
| 


" 


amended version of the constitution, in- ` 


cluding all provisions for fundamental 
rights, and Prime Minister Muhammad 
; Khan Junejo joined him in declaring 
| that the lifting of martial law will not be 
.| followed by a proclamation of a state of 
UF Boergeney as widely expected. 
NN. All but a handful of martial law 
| regulations were revoked and mili- 
.| tary courts disbanded, transferring 
. | pending cases to civilian jurisdiction. 
. | The remaining regulations have already 
oh a 
_ | been endorsed by the elected non-party 
3 parliament and deal mainly with techni- 
.| cal matters such as forest land leasing 
3l and removal of encroachments from 
- | public property though, more impor- 
— tantly, they also include a ban on stu- 
| dent unions. 
| A. Zia retains his position as chief of the 
| army staff but no longer enjoys wide 
| powers as chief martial law adminis- 
E. trator, and Junejo now secures full 
j . constitutional authority as chief execu- 
tive. 
| _ As one MP pointed out: “Everyone 
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| expected Zia to hold back and insist on a 
_| phased lifting of martial law and a 
* "gradual restoration of the constitution. 
Now in law at least we have become a 
democracy and people are wondering if 
_ | itis true or whether some other trickery 
| 1s planned." 

: The two most important changes fol- 
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several thousand long-term resi- 
a slum has prompt 
public attack on the city government by parlia-.- 
o major factions, both expressing worries that 
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| prime minister and head of the Pakistan 


lowing the lifting of martial law were the 
removal of military personnel from civi- 
lian duties and the restoration of the 
judiciary’s powers to review executive 
actions as well as legislation. Since 1965, 
fundamental rights of Pakistanis have 
remained suspended either under mar- 
tial law or a state of emergency, which 
was in force throughout the civilian 
regime of the late prime minister Zul- 
fikar Ali Bhutto. Unless Junejo in- 
troduces some changes in the constitu- 
tion or proclaims an emergency, basic 
rights will become protected by the 
courts. 

Junejo and his colleagues believe 
they do not need special powers to 
curb dissent and the prime minister 
is reported to have insisted on ending 
all arbitrary powers during negotia- 
tions with the military so that "there 
is a perceptible change and a feeling 
of democracy." Publicly he expressed 
the hope there would be “no negative 
steps" to retard the process of a return 
to civilian-democratic rule — a warning 
against opposition agitation which 
could invite a return of military govern- 
ment. 

But the main opposition outside par- 
liament, the 11-party Movement for Re- 
storation of Democracy (MRD), was not 
impressed, calling for the return of full 
democracy. MRD leaders dubbed the 
end of miliatry rule a farce and insisted 
on restoration of the unamended 1973 
constitution and parliamentary elec- 
tions on a party basis. 


* 


Benazir Bhutto, daughter of the late | Zia: general and president. 


slums. | 


an uncom- | 
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. What was surp 
levelled e» se Ae ^ 
ernment-backed political group domina g parliament. | 
Golkar first asked that the demolition be halte | 


People's Party (PPP), said in a statement 
from exile in London: *Gen. Zia's latest 
moves are nothing more than a cun- 
ning act of political camouflage design- 
ed to dupe the people of Pakistan and 
placate opinion leaders in the West- 
ern countries whose support and econ- 
omic assistance are vital for the re- 
gime." 

Not surprisingly, most members of 
parliament and some of the more mod- 
erate politicians rejected the MRD's 
criticism. 


T MRD is not alone in its scepti- 
cism over the lifting of martial law. 
Other critics have. pointed out that 
Junejo's government was hand-picked 
by Zia and, therefore, reflects the presi- 
dent's thinking on most issues. Retired 
military officers have been given senior 


Neither the eviction nor the poorly planned resettlement E 
is new in ee Jakaria, though observers have 
called the Simpruk case the worst in recent years. In: most 


E : 5 uatters' backlash : : : | . cases the government has offered those being evicted vari- a 


Slum clearance arouses fear of social unrest 





. tohadiputro, spokesman for the powerful Fraksi Abri, ap- 
.. pointed parliamentary representatives ofthe military. Par- 
tohadiputro accused the Jakarta government of acting con- 
_ trary fo the principles of the 2 d New Ord 
ing actions that u 





could 


exe = 
x W 
Ace 
AA 
+ OFS ^ 


= 





ergovem- — 

















civilian positions, including governor- 
ships of two out of four provinces, and 
the military's influence in policymaking 
is likely to continue. 

In their desire to give an impression 
of smooth transfer of power and con- 
tinuity in government, parliamentarians 
appear prepared to move cautiously, 
making the change seem superficial. As 
one politician pointed out, the new 
order was at best a civil/military 
partnership and could not be described 
as restoration of a complete civilian 
democratic government. Zia's retention 
of his military rank also came in for criti- 
cism. Sheikh Aftab Hussain, former 
chief justice of the federal shariah court, 
observed: “This means that the symbol 
of martial law will remain even if martial 
law is lifted." 

The present parliament was elected 
in February, under martial law which 








Both parties asked why 
lower classes. 














r to build luxury houses, instea 
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the city had given rights to the de- 
: of housing for middle 


_ The politicians’ newly found concern coincides with an 
accelerated influx of new job seekers into cities as the rural- 
slackens. “They are worried that social problems _ 
ould break out this year before the upcoming national elec- - 
tions,” said one woman who helps slum-dwellers organise 


.— This sudden concern for the Simpruk evictees — largely 
day labourers, servants, street peddlers, and foragers — 
irked Jakarta Governor Suprapto, who countered 





e funds for dev 

asa pcemancut rubi 
some tens of thousands of squatters 
1 displaced by city projects. “It is a 
f development,” says Mulya Lubis 
idation which is planning a programm 


forbade political parties. The MRD 
called for a boycott of the poll, but it is 
claimed a majority of eligible voters 
exercised their franchise. Some mem- 
berg of barred parties did, in fact, stand 
as individuals. 

The MRD's attitude reflects Zia's 
lack of credibility with opposition politi- 
cians, though he has won many friends 
through his compromises since the elec- 
tions, especially his acceptance of parli- 
ament’s modification of his govern- 
ment’s constitutional amendments 
(REVIEW, 31 Oct. '85). Zia promised 
elections within 90 days of taking power 
on 5 July 1977, but postponed them 
twice before finally holding them eight 
years later. 


hroughout this period he has made 

short-term adjustments with differ- 
ent groups of politicians without con- 
ceding an inch on his apparent objective 
of allowing politics only under new 
ground rules and possibly new faces. 
MRD leaders seem to think it better to 
adopt an uncompromising stance and 
wait for their chance rather than accept 
the new order and lose their pre-emi- 
nence as opposition spokesmen. Except 
for the PPP, none of the MRD parties 
has much electoral support and most 
MRD stalwarts would be reduced to in- 
significance if they were to join the par- 
liamentary process. 

Although Zia still remains opposed 
to the idea of political parties in parlia- 
ment, he has agreed to accept parlia- 
ment’s decision on this matter. With the 


restoration of the constitution, the right. 


of association has automatically been 
restored and political parties can now be 
established subject to provisions of the 
Political Parties Act. Junejo has already 
initiated attempts to regroup the Pakis- 
tan Muslim League (PML) though he 
faces opposition from some of his par- 
liamentary supporters who maintain 





. such people learn their rights. Resettlement plans for the — — 
evicted are often unrealistic, or in some cases, non-existent. — 
. Morever, their neighbourhood leaders are either beholden 
to their city nominators or are chosen by the residents and 





he should not impose his party on 
them. 

A possible compromise might be the 
formation of the PML outside parlia- 
ment, to organise against threats of 


| MRD agitation, while Junejo continues 


to rule through a loose non-party par- 
liamentary coalition until a general elec- 
tion on a party basis is held. Despite 
Junejo's insistence that the present par- 
liament will complete its five-year term, 
PML leader Pir Pagara has repeatedly 
suggested a mid-term poll in 1987 or 
1988. 

Sources close to Pagara say he feels 
an election then would divide the MRD 
and enable Junejo to secure complete 
legitimacy through an electoral victory. 


| The test of the Junejo government and 


Zia's new order will come when the ini- 
tial euphoria over the end of military 
rule is over, and law and order problems 
crop up. Although the MRD does not 
have the strength to launch a mass cam- 
paign in the streets on its own, it could 
easily capitalise on sectarian differ- 
ences, and trade union or student un- 
rest. 

Under martial law, powers of pre- 
ventive detention and summary trial 
were widely available to curb dissent 
and disturbance. While there are 
numerous civilian statutes, dating back 
to the British Raj — used by the previ- 
ous. civilian government — which pro- 
vide protection for the executive, none 
are as sweeping as military regula- 
tions. 

Despite government assurances, 
sceptics still expect changes in the pre- 
sent laws as well as their implementing 
procedures because, as one diplomat 
put it: “They can't believe martial law 
can go away so easily." Other observers 
agree that the success of the new politi- 
cal order will depend not only on the re- 
straint of the politicians, but more so on 
the goodwill of the military. Oo 


thus without any leverage with city authorities. g offi- — 
cial residence in Jakarta (resident ts can cost thema 





malelec- month's earnings), “[the squ E 
ganise who are not represented anywhere within the official institu- — — 
N ions of Indonesia,” says a social re her. 
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great concern is a continuing project to relocate 
ple in the West Jakarta Kampung Sawah area to 
make way for new roads. The relocation programme 

fered from mal-administration, and nearly a third of the 


has suf- 









— families quickly opted for monetary compensation and 
moved, to other impoverished areas within : 
- The options the city offers are thus inadequ id 
d' the the essential problem. Needed are — coe pro- 
Ee. v o mes to provide the illegal residents new lands 
hohave further outside of the urban centre as well as new skills to 
ogical make a living on that land, Mp eres Oe a 
LBH,a they will return to the slums and their meagre urban liveli- — — 
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Year-Book 1985 places thousands of facts and bits of 
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in China of today. Liberal use of charts, maps, tables and 
colour photos makes the book enjoyable as well as 
informative reading. 

How to get it? 

Order your copy(s) now by simply completing the coupon 
below and returning it together with the indicated payment 
of US$84.95 (or the equivalent in local currency) to the 
indicated address. 





Hard Cover 780 pages 
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Telling big brother 


Reform proposals will be run past Peking in future 


By Emily Lau in Hongkong 


: te Hongkong Goyernment will in- 
form Peking of any proposals for po- 
litical reforms in 1987 before they are 
made public here, Hongkong’s Chief 
Secretary Sir David Akers-Jones said. 

Akers-Jones, the territory’s highest- 
ranking official after Governor Sir Ed- 
ward Youde, told a news conference on 
30 December 1985 that an advance copy 
of a forthcoming green paper, or consul- 
tative document, on reforms would be 
given to the Chinese. Akers-Jones said 
there would be an “exchange of views” 
with Chinese authorities but Hongkong 
would not be “consulting” Peking. 
However, the chief secretary declined 
to rule out possible Chinese alterations 
to the green paper. 

This confirms an earlier report 
(REVIEW, 12 Dec. '85) that Britain vir- 
tually has given Peking veto power over 
political reforms in Hongkong during 
the transition period to 1997, when 
China resumes sovereignty over the ter- 
ritory. The concession was implicitly 
made at meetings last November of the 
Sino-British Joint Liaison Group 
(JLG), a diplomatic body set up to liaise 
and consult on the implementation of 
the 1984 Sino-British joint declaration 
on Hongkong’s future. 

Britain’s climb-down on the issue 
came in the face of intense pressure 
from Peking to discuss proposed politi- 
cal changes, which the Chinese au- 
thorities feel would be in breach of the 
joint declaration. 

The Sino-British agreement also 
stipulates that the legislature of Hong- 
kong, which is to become a special ad- 
ministrative region (SAR) of China 
after 1997, shall be constituted by elec- 
tions and that executive authorities shall 
abide by the law and shall be accounta- 
ble to the legislature. 

Two interpretations of this part of 
the agreement have emerged. British 
and Hongkong officials say such a sys- 
tem should apply from 1 July 1997. But 
Chinese officials here say it is up to the 
SAR, under China's leadership, to 
evolve the system. 

Last December, when Chinese state 
councillor and chief of Peking's Hong- 
kong and Macau Affairs Office, Ji 
Pengfei, visited Hongkong, he said no 
major political changes should be made 
in the transition period. Akers-Jones 


'said he agreed with Ji, adding that to in- 


troduce direct elections to the Legisla- 
tive Council (Legco), Hongkong's law- 
making advisory body, would be mak- 
ing a big change. 

Peking's fury was aroused by the 
public statements of British and Hong- 
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kong officials suggesting that the terri- 
tory was free to develop its own political 
system and that China would not have 
to be consulted. Last October, Akers- 
Jones told the REVIEW: "The Chinese 
Government had made it clear it is our 
responsibility to run Hongkong in the 
next 12 years. Therefore, we don’t have 
to consult them." He also said then that 
political reforms would not be a subject 
for discussion in the JLG. 

It is understood that almost im- 
mediately after the signing of the joint 
declaration, Peking was pressing Bri- 
tain to discuss the issue of political re- 


forms, asserting that the territory's fu- 


ture political system would be decided 
by the Basic Law — a mini-constitution 


Si | ae 
pF 


Akers-Jones; Ji: ‘exchange of views.’ 


for the SAR being drawn up by China in, 


consultation with Hongkong. 


AU casualty of Chinese pres- 
sure was a proposed political party 
to be formed by Allen Lee, an indus- 
trialist and unofficial (non-civil servant) 
member of Legco and Hongkong s Exe- 
cutive Council (Exco). Lee said he has 
shelved his plans for the party until after 
the Hongkong Governments 1987 
review of political reforms. 

One of Lee's close associates said the 
thing to do now was to keep one's head 
down and make money. Another close 
friend of Lee's, Martin Lee QC, said he 
has not abandoned hopes of forming a 
political party. Martin Lee sits on Legco 
and is also a member of the Basic Law 
Drafting Committee (BLDC), a Pe- 
king-appointed body responsible for 
drafting the Basic Law. 


* CENTERS 


Allen Lee said China did not under- 
stand the aspirations of Hongkong's 
people on political parties and tended to 
see parties as a threat to Peking's future 
authority. “There is Chinese resistance 
to political party formation, and oppos- 
ing China on this is not very wise. The 
whole thing has to do with power, and 
China will not give power to the Hong- 
kong people." he said. 

Lee added: “After studying all the 
documents on the 1997 issue, | have 
come to the conclusion that China will 
not devolve power to the Hongkong 
people because they have never said so 
in any public statement. The concept of 
'Hongkong run by Hongkong people' 
was part of the united front tactics of the 
Chinese to win over the Hongkong peo- 
ple during the Sino-British negotia- 
tions. 

“If there was a 1% chance of success, 
I would still do it [form a political party]. 
but there is none. China may devolve 
power to people who are under an 
thumb, such as [BLDC vice-chairman 
Ann Tse-kai [an industrialist] or BLD 





member Liu Yiu-chu [a Hongkong sol- 
icitor close to Peking interests here] . . . 
If only the Chinese will devolve power 
to people like myself, Lydia Dunn, 
Maria Tam and Selina Chow [all Exco 
or Legco nel then the people 
will have confidence [in the future ]." 
On Ji's return to Peking, the official 
People's Daily published an exclusive 
interview with him conducted while he 
was in Hongkong. The newspaper 
quoted Ji as saying that any political 
changes in Hongkong must not deviate 
from the main objectives of China's 
reunification and the preservation of 
Hongkong's prosperity and stability. 
Lee Yee, chiet editor of the indepen- 
dent Hongkong  Chinese-language 
monthly The Nineties, said Ji had re- 
vealed China's true intentions, and 
Hongkong people could see that all 
China's slogans — such as "Hongkong 
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the existing systems" — were simply 
| being used to win over the people here. 

E, In a further attempt to clarify 
.| China's position on political. changes 
| during the transition period, an official 
| of the secretariat of the Basic Law Con- 
M  sultative Committee (BLCC), a 180- 
| member body set up in Hongkong to 
| collect and collate public opinion on the 
| Basic Law, told a large gathering of 
1i local journalists that Ji's visit had 
| clarified beyond doubt that political re- 
| forms would have to be discussed by 
4 Britain and China. Had the British re- 
| fused to discuss them at the last JLG 
meeting, Ji would have taken a much 
tougher line during his visit, he said. 


v 


H. eferring to Ji's comment that the 
= 4 USAR’s future political system might 
| not be modelled along the lines of Exco 
| and Legco, the official said this meant 
| China might do away with these politi- 
| cal institutions — which have been 
| around for more than a century — not to 
| mention those institutions which might 
| be introduced over the next few years. 
d He said the Hongkong Govern- 
| ment’s white paper on representative 
| government published in November 
| 1984 and the indirect elections to Legco 
| held last September were all in breach 
| of the joint declaration. This. was be- 
| cause the contents of the white paper 
| were not discussed during the Sino-Bri- 
tish negotiations and were not included 
| in the joint declaration, and any politi- 
| eal reform was bound to have far-reach- 
| ing implications beyond 1997. 
| | The BLCC official said it was irres- 
| ponsible for Youde to say any political 
| reforms would be compatible with the 
i . Basic Law because the Hongkong Gov- 
| ernment and the Basic Law drafters 


| views take the Hongkong people's 
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— views into account. He said public opin- 
| ion could be manipulated by the people 
| who collect and analyse it, and there 
| was no guarantee that Britain and China 
|. would come up with the same findings. 
| Chinas official Xinhua news- 
| agencys Hongkong branch . was 
| shocked by these comments. One offi- 
| cial said the BLCC official has no au- 
| thority to say such things. One Xinhua 
| official said he was “talking nonsense” 
| and should be sacked by the BLCC’s of- 
| fice bearers. 
| Martin Lee expressed grave concern 
| over a BLCC staffer taking on the role 
| of explaining China's position. He said 
|. the reason for setting up a separate of- 
| fice for the BLCC was to keep it away 
. from the influence of Xinhua Pe- 
| king's official representative here. If 
| BLCC staffers act as spokesmen for 
| China, how can they expect people in 
| Hongkong to have confidence in the 
| BLCC as a truly unofficial body to 
| which they can freely express their 
| views on Hongkong’s future, Lee 
E u 
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Governor, come back - 


Peking and local business'support Almeida e Costa's return 


By Peter Wise in Lisbon | 


R ear-Adm. Vasco de Almeida e Costa’s resignation as governor of Macau 
| R has thrown open the question of who will administer the Portuguese en- 


clave when negotiations begin later this year on returning the territory to 


China. 


Almeida e Costa has said he will quit before a successor to Portuguese Pre- - 


sident Antonio Ramalho Eanes is elected on 26 January. But Macau watchers 
in Lisbon believe he aims to be reappointed or be given a leading role in the 
talks with Peking. 

The governor's press office has given prominence to comments by a 
Chinese official who suggested the 53-year-old admiral stay on as governor. 
dece businessmen are also said to have voiced their support. 

u Jiatun, director of China's Xinhua newsagency in Hongkong and the 
foremost Chinese official in the British territory, recently said Almeida e 
Costa should remain at his post to ensure Macau's stability and economic pro- 


gress. Lisbon newspapers have also linked Ma Mankee, a prominent Macau - 


entrepreneur, to those backing a second term for Almeida e Costa. 


Portuguese sources monitoring Macau said the governor was keen to 


- foster such expressions of support in a bid to continue in office after Eanes, 


his political patron, steps down. The sources also pointed out that Ma had 

| — reason to approve of the Almeida e Costa ad- 

| ie — | ministration, which made him a deputy of the 
Macau Legislative Assembly and recen 

awarded his company a major contract for te 
claiming land. | 5 

The governor's reappointment would be al- 


tive Diogo Freitas Do Amaral, are likely to ap- 
point a new governor if elected — unless Almeida 
e Costa can claim he has influence in the region 
and n 
head of state. ! 





each other in a second-round run-off election on 
16 February if no candidate wins more than 50% 
of the vote on 26 January. 

Salgado Zenha has the influential backing of Eanes and the pro-Soviet 
communist put but the socialist party dissident and former close associate of 
Soares has failed 





Almeida e Costa: questions. 


Roman Catholic and independent. ts 
Peking has shown a preference for dealing directly with Eanes in the Macau 


most guaranteed if Eanes’ own choice for a suc- | 
_ cessor, Francisco Salgado Zenha, wins the presi- 
dential election. But the other leading candi- 
dates, socialist leader Mario Soares and conserva- : 


otiate a political agreement with the new 


Polls show Freitas Do Amaral and Soares as - 
the two front runners. They are expected to face - 


to stir popular enthusiasm as a presidential candidate. He is - 
challenged for the leftwing vote by Maria de Lourdes Pintasilgo, a radical 


talks and unexpectedly announced its wish for early negotiations during the - 


president's state visit to Macau and China in May 1985. But it is Portugal's 
three-month-old Centre-Right Social Democrat Government that will have 
the sole responsibility for conducting the negotiations. i 

The government of Prime Minister Anibal Cavaco Silva has not expressed 
any opposition to concluding the return of Macau, officially a Chinese terri- 
tory under Portuguese administration. But its parliamentary support is so 
fragile that it could collapse soon after the presidential election. 

In this climate, observers say that Almeida e Costa is casting himself as an 


important element of continuity in the hope of being the man to lead Por- 


tugal's withdrawal from its last remaining overseas territory. 
g g 


Portuguese political parties are currently absorbed in the presidential elec- i 
tion and the subsequent alignment of forces and the political upheaval in Eis- - 


bon has left the Macau issue temporarily in suspension and none of Portugal’s 


main parties is likely to press for speeding up the handing back of the territory 
in the near future. According to a Foreign Ministry official, the only possible 


issue that could lead to hard negotiations is the status of Macau citizens with. 


Portuguese nationality after the handover. D ^ 


** 
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The life of Richard Hughes spanned nearly eight 
decades, most of them spent as one of Asia's leading 
foreign correspondents. And Hughes’ world was 
peopled by the memories of those decades. 


It was a world of the hilarious . . . like Prince Noro- 
dom Sihanouk's white elephant, which attacked a 
tiny red bus full of tiny Red acrobats from China. 


It was a world of the macabre ...like the Teikoku 
poisoner who massacred a bank's staff for a haul of 
USS800. 


It was a world of the touching . . . like the slave 
children of old Shanghai, plunging pathetic, claw- 
like hands into vats of boiling water to prepare silk 
cocoons for spinning. 


Hughes saw and reported it all. This selection from 
more than 10 years of his regular column in the Far 
Eastern Economic Review takes the reader on the 
trail with the original Barefoot Reporter. 
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im Tjibaou at Kanak meeting; Gaddafi: violence threat. 








~NEW CALEDONIA 


K 





(m E 
LUE 


] 


| By Hamish McDonald in Sydney 


| 


| N ew Caledonia independence leader 
| EW Jean-Marie Tjibaou has moved to 
. cut a link between radical elements of 
| his Kanak Socialist National Liberation 
. Front (FLNKS) and Libya which had 
| caused concern among French au- 
_ thorities in the Pacific territory and gov- 
. ernments of nearby countries. 
. . Evidence of a new Libyan approach 
. to the Kanak movement came in 
| November, shortly after Libyan leader 
.. Col Muhammar Gaddafi was quoted as 
. threatening unrest in France's Pacific 
[ empire if Paris opposed his policies in 
. Africa. An airline revealed that the Li- 
. byan Government had asked about re- 
. turn flights to Tripoli for 20 unspecified 
. New Caledonia residents. 
EE On 2 January, FLNKS foreign 
. Spokesman Yann Uregei said he would 
. lead a delegation of about six Kanaks to 
. the Libyan capital within the next two 
months, at the Libyan Government's 
expense, to attend a conference of “lib- 
 eration movements.” 
__ Uregei had been prominent in forg- 
ing an earlier Libyan connection that 
had undoubtedly heightened tension 
between the Melanesian Kanaks and 
the territory's French settlers. After 
making a preliminary visit to Tripoli in 
. 1984 he returned to Libya in September 
that year with FLNKS “minister for 
public security" Eloi Machoro and 17 
young Kanaks who were given a 
month's training in "security" duties. 
Machoro was prominent in the Kanaks' 
disruption of the November 1984 ter- 
ritorial elections and subsequent harass- 
ment of French farmers before being 
Shot dead by French gendarmes in 
January 1985. 
... Uregei leads the Front Uni pour la 
Libération Kanak (FULK), one of four 
pro-independence parties in the FLNKS 
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 Tangle over Tripoli 


| 
| Independence leader seeks to end Libya ties 





coalition to which Machoro also belong- 
ed. Tjibaou, who brought the much 
larger and more moderate Union Calé- 
doniénne into the FLNKS, wotld now 
clearly like to keep the FULK's pen- 
chant for muscle and radical talk in re- 
serve. 

On 5 January, the Union Calédonién- 
ne said in a statement it would not be 
involved in the Libyan mission, which 
had not in any case been approved by 
the FLNKS political bureau. Any visit 
to Tripoli by Kanaks would be as private 
individuals. Uregei then said: his party 
would review its plans. 

Two days earlier Australian Foreign 
Minister Bill Hayden had ordered his 
department to call in Shaban Gashut, 
head of the Libyan People's Bureau, 
Tripoli's embassy in Canberra, to warn 
against any further links with the Kanak 
independence movement. Officials told 
Gashut that Australia would be con- 
cerned about any Libyan activity that 
could lead to *use or threat of use of vio- 
lence and terrorism" in New Caledonia 
and the Pacific region. 

Gashut replied that Libyan foreign 
policy gave "political support" to the 
Kanaks, as to liberation movements 
against colonial rule elsewhere, but 
would not contribute to bloodshed or 
regional instability. He told the REVIEW 
that the Tripoli conference was or- 
ganised by a non-government body 
known as the World Centre. 


T jibaou’s current concern is to keep 
his followers showing restraint as the 
French parliamentary elections on 16 
March approach. Under’ legislation 
passed by the present Socialist govern- 
ment in France, the Kanaks believe they 
have processes in train which will lead to 
independence, chiefly through the cap- 
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ture ¢ of three of the fo ir n ew T 2210 n al | 
governments formed in elections last 
september (REVIEW, 10 Oct. '85). 

However, the anti-independence 
Rassemblement pour la Calédonie dans 
la Republique (RPCR) — which draws 
strong support among the French and 
other immigrants forming about 57% of 
New Caledonia's 146,000 population — 
retains control of Noumea, the fourth 
region, and a majority in the territorial 
congress. Since mid-De- 
cember the congress has re- 
fused to pass the 1986 bud- 
get which gives the regional 
governments their first 
funds. 

This refusal is largely 
symbolic, since the resi- 
dent French High Commis- 
sioner Fernand Wibaux 
can transfer provisional 
funding and, after 31 
March, can override the 
congress to enact the new 
budget. But to the RPCR 
does give the new politic: 
arrangements a more tem- 

æ> porary look until after the 
French elections, at which the ousting of 
the Socialist government is widely pre- 
dicted. 

The conservative Republicans, seen 
likely to form a government, have 
Stated their intention to reverse the 
Socialists’ reforms in New Caledonia. 
Many diplomats in the region doubt 
they will carry out their pledge. Not 
only will the Socialist Party's François 
Mitterrand remain as French president, 
with veto powers, for another two years 
but the Kanaks would almost certainly 
resort once more to violent disruption. 

A political stalemate in Paris could 
provide Republican leader Jacques 
Chirac with the conditions to withdraw 
from his self-created debt in New 
Caledonia. However, the sense of bet- 
rayal this. would inevitably create 
among the French settlers could encour 
age desperate acts. 

Few among the French settlers have 
openly acknowledged any acceptance of 
independence. Those who have, some- 
times have become targets of bombings. 
With hunting a poet sport, some 
40,000 firearms are thought to be distri- 
buted among the territory’s households. 
The recent discovery of 5,500 rounds of 
ammunition aboard a Noumea-bound 
ship by New Zealand customs au- 
thorities makes three attempts unco- 
vered within a year to smuggle in 
weapons. 

Bombing of government buildings 
and attacks after dark on Kanaks walk- 
ing in Noumea streets are signs that vic- 
ious feelings persist. *At present the 
FLNKS is trying to calm things down," 
Tjibaou told a local newspaper. “But we 
are facing stronger and stronger opposi- 
tion from a small group of anti-indepen- 
dence people who are dying to resort to 
violence.” R) 
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hose who see airline liberalisation on the way in Japan 
and New Zealand as part of a worldwide trend — 
perhaps even a form of United States-style deregula- 
tion which will lead to a free, open market on scheduled in- 
ternational flights — may have to reconsider the basics. De- 
regulation of aviation works in a closed economic environ- 
ment such as on domestic routes in the US, because there are 
no restrictions on the level of inter-state services. Thus under 
the aviation regime there, airlines can enter or leave the mar- 
ketplace at will, subject only to satisfying the requirements of 
the various agencies concerned with air safety. 

However, even in a domestic environment there are 
catches: deregulation provides the opportunity for fare wars 
in which cash-rich carriers try to squeeze out smaller airlines, 
leading to short-term bargains for passengers but ultimately 
fewer airlines and hence the ability to jack up fares. Since de- 
regulation was begun in the US in 1978 something like 140 
new airlines have sprung up, but a total of 100 — most new, 
some old — have gone out of business. 

Also, the tighter economics of a deregulated system have 
led to *hub-and-spoke" operations concentrated on major 
centres, so that some areas have lost regular airline services. 
And the US Federal Aviation Administration is having to ex- 
pand its safety inspections because of alarming deficiencies 
found in various airlines, bringing the suspicion that fare 
wars have led to sacrifices in maintenance, training and over- 
all safety standards. 

In the international arena, commercial aviation is just 
another component of trade, and as such is strictly controlled 
by international agreements. Airlines are in effect restricted 
by government agreements as to the number of available 
seats they can sell to any export-import market just as, say, 
textiles. exports-imports are 
restricted by quotas. And just 
as governments keep a careful 
eye on their trade balances, so 
the balance of earnings be- 
tween two flag carriers flying 
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between their capitals is watched carefully by the airlines and 
their governments. The airlines compete within a band ol 
fares agreed by their governments, discounting to gain mai 
ket share. But there must be enough market growth to satisfy 
both carriers before they will approach their governments to 
seek more flights. 

The whole structure of international aviation has been 
built on international agreements multilateral so far as 
technical standards are concerned, via the UN's Interna 
tional Civil Aviation Organisation which sets basic levels ol 
safety, and bilateral so far as capacity is concerned. Given 
that in many developing nations an airline, state-owned o1 
not, provides a major source of foreign exchange and in some 
cases the major pool of knowledge about high technology. 
appeals by consumer groups for free-market economics to be 
applied are as futile as they are misconceived. 

Japan and New Zealand are making moves towards 
liberalisation of their domestic aviation markets. But how- 
ever important these moves may be within each country, they 
are not precursors of a free-for-all for international airlines to 
gain extra access to either country. Such international routes 
as may be gained by Japan's domestic carriers All Nippon 
Airways and Toa Domestic Airlines, for example, will bc 
either at the expense of Japan Air Lines or within unused 
routes or capacity already existing in current bilateral agree 
ments, or both. 

Air-service agreements involve governments, on behali 
of their nations' airlines, trading off among other things 
market access to whatever gateways are available in each 
country. The US obviously has a great advantage in this re 
spect — it can offer a large number of cities as destinations foi 
foreign airlines to trade for its several international carriers 
desire for overseas routes 
Singapore, on the other hand, 
is Obviously at a huge dis 
advantage, besides having to 
depend on large amounts of 
through-traffic for its rew 
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enue because of the small size of its 
home-based market. 

No one would argue that the sys- 
tem is perfect, but no one has yet 
come up with a better alternative. To 
open up the international arena to a 
free-for-all would mean the destruc- 
tion of weaker airlines and hence a 
diminution of choice for the passen- 
ger. Out of national self-interest if 
nothing else, no country is likely to 
allow this to happen. Hence the pre- 
sent system of duopolies interlaced 
with other carriers’ beyond-rights is 
likely to stay for the foreseeable fu- 
ture. Scrapping the entire edifice and 
starting again with a new system 
would entail the whole operation 
being done at one time, not piece- 
meal. 

However, one aspect could and 
should be changed worldwide: the 
Fare Construction Unit (FCU) 
which is in effect the airlines’ version 
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of special drawing rights, designed to 
iron out exchange-rate anomalies which would cost airlines 
vast amounts. The FCU, based on the US dollar, and the rule 
that the fare for a particular journey is that which would be 
paid at the journey's beginning, regardless of where the tic- 
ket is bought, has brought many fare imbalances. 

For instance, it now costs roughly 50% more to buy a re- 
turn ticket from Manila to Hongkong than from Hongkong 
to Manila — and there are more extreme examples elsewhere 
in the world. Travel agents are sometimes resorting to 
artfices such as allegedly starting a trip from a city where the 





FCU is cheap, and then tearing out the first coupon from the 
ticket. If the rules can be and are bent to such an extent with 
the entire travel industry's full knowledge, then the system 
seems to have become a monster out of control. It is time for 
the FCU and its rules to be adjusted for everyone's benefit. 
As far as the immediate future is concerned, though Asian 
carriers in particular have done well over the past two years 
there are problems ahead. In particular, the weakening of 
the US dollar will hit local-currency balance-sheets, and in an 
area so dependent on US-originating business another US- 


























led recession now tipped for next year will hurt the travel 
business generally. The market forecasts on which some car- 
riers have relied to order new aircraft may be largely myths 
— but this is the perennial gamble airlines have to take. 

As far as the consumer is concerned, fare rises are likely in 
the next year on most routes. Despite the fall in Opec crude 
oil prices, the rundown in stocks over the past year or so, 
when crude prices were higher, has led to increased demand 
now that prices are cheap. At the same time, the oil majors 
have reduced their refineries’ offtake of higher grades of 
fuel, such as aviation fuel, to produce house hold- -grade and 
industrial heating fuel for the winter. This has led to higher 
aviation fuel prices over the past few months, and though this 
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Asia flies high 
despite a year 
of tragedies 





should correct itself with the end of winter various airlines ir safety, politics and orders for new aircraft have been 
may well decide to raise their fares soon rather than ride A: main areas of concern among Asia's airlines during 
through the trough of higher operating costs. the past year. Asian airlines suffered two ma] isas 

Another factor which will affect fares is insurance, which ters involving Boeing 747 jumbo jets : ind three other crashes 
has taken a severe beating over the past year's high death toll | on scheduled passenger services, resulting in 900 deal hs. To 
in crashes as well as in aircraft hull losses. Further losses in keep this huge toll in some kind of perspective, it mus! be re 
satellite insurance have not helped, but product liability is | membered that 849 of the deaths resulted from the two 747 
the area which really has insurers worried, particularly inthe | tragedies — the still unexplaine d Air-India 747 crash in thc 


US because of its contingency law system. US lawyers are 
able to tout for business on the basis of no cure, no pay — but 
if they win then about a third of the damages will be theirs. 
Hence the historically huge and still growing claims in the 
US, and hence a sharp rise expected in aviation insurance 


and the Japan Air 
whicl 1} 


Atlantic in June, when 329 people died, 
Lines 747 crash near Tokyo in August in 
killed. 

Also. the fact that the JAL crash's death toll was the wors 
in a single aircraft was due merely to the aircraft b 


rates. ally full. However, the other side of that coin is 
The irony of such contingency law, of course, isthatinthe | time of writing in mid-December there had been a v 
end it is not the insurers who bear the cost — it is the con- | of 19 accidents killing a total of at least 1,456 peop! 


sumer to whom the subsequent rate increase is passed on. 
And as fares rise because of such increases in costs, it may 
occur to the average consumer that the only practical way to 
obtain a cheaper fare than at present offered is to buy shares 
in an airline and balance the dividends against travel ex- 
penses. uu 





n a 35-knot crosswind 


Rescue work at sea is seldom done in fine 
weather and calm seas. That’s why the United 
States Coast Guard demands stringent 
requirements for their helicopters, including 
stability in flight - even in strong crosswinds - 
and protection against potential tail-rotor 
\ccident hazards. 

` ô Meet the Coast Guard’s challenge 
Aerospatiale used its innovative “fenestron” 
technology. Advanced technology first 
introduced in the Gazelle in 1966, technology 
which has consistently proven performance, 
stability, safety and reliability. 


duled passenger services (the toll from an Aeroflot 
near Sakhalin Island in May has not been report 
aviation's worst year ever. 

The result — particularly after the JAL accident 
intense concentration of media interest in aviat 
was partly a result of public worry but which als 








This proven technology has caught the interest 
of the U.S. Army. The “fenestron” has been 
requested in the specifications for the Army's 
next generation helicopter... the LHX. 

As we see it, advanced technology is 
synonymous with increased operational safety 
and reliability. This means adapting leading- 
edge technology to satisfy our customer's 
needs, which is one reason why the U.S.C.G. as 
well as fire departments, police units, hospitals, 
armed forces, and VIPs the world over place 
their trust in Aerospatiale... the world's leading 
helicopter exporter. 
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O The world's first light twin helicopter 

oO Hingeless rotor maneuverability 

O Fiberglass rotor blades 

[] 5-6 seats, ample cargo room 

O Easy loading through clamshell rear doors 
oO Duplicated systems, IFR capability 

O Full range of optional equipment 

O Worldwide service network 

LJ Nearly one million flight hours of experience 
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JAL-crash survivor: long wait for help. 





create and to reinforce a great deal of that worry by reporting 
every problem the media heard about. Thus, what in many 
cases were regarded by the aviation industry as run-of-the- 
mill technical snags dealt with according to laid-down proce- 
dures received front-page attention, the vast majority of it 
indeserved. 

Virtually all airlines suffered this unwanted publicity stoic- 
ally, waiting for the usually short attention-span of the 
media to be attracted by other events. However, Hongkong- 
based Cathay Pacific Airways suffered more than most, par- 
ticularly in the Hongkong media, because of a freak series of 
technical problems shortly after the JAL accident, and 
bravely issued a statement lashing the press for overplaying 
airlines’ problems. 

The JAL crash occurred on 12 August when a 747SR — 
the short-range version of the 747 built specially for Japanese 
airlines — on a flight from Tokyo to Osaka hit a chain of 
mountains northwest of Tokyo while trying to return after 
declaring an emergency. Of the 524 people aboard, four in 
the rear of the cabin survived — though they had to wait 
more than 15 hours for help to arrive, a delay which au- 
thorities attributed to nightfall and the difficult terrain ham- 
pering rescue attempts but which led to calls for an inquiry 
into the authorities' efficiency. 

One of the four was an off-duty JAL stewardess whose ac- 
count of the events, combined with evidence from the 
cockpit voice-recorder, the flight-data recorder and the 
wreckage, enabled investigators to establish that part of the 
rear pressure bulkhead broke during the climb shortly after 

ake-off. The resulting cabin depressurisation could account 
or all of the devastation of the tail section which occurred. 
The metal skin was torn from the vertical stabiliser, the top 
third of the stabiliser and the rudder broke off the aircraft 
and all hydraulic power was lost. 

The crew tried to return to Tokyo with only the engines to 
control both altitude and direction, but the aircraft proved 
impossible to control and it crashed after an erratic circle 
back in the general direction of Tokyo. Worries about pres- 
sure bulkheads and stabilisers in other 747s 
led to a series of inspection orders being is- | 
sued, mostly aimed at the short-range models | 
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bulkhead's remains — and JAL's maintenance procedures 
were under intense official scrutiny. It must be said that while 
the Boeing repair might have stopped the crack spreading 
had it been properly performed, a 6-ft long crack does not de- 
velop overnight. 

The investigation team made several recommendations to 
Boeing about covering over a maintenance-access hole in the 
base of the stabiliser to prevent any similar skin-loss after a 
depressurisation, plus repositioning and altering elements of 
the hydraulic systems in the tail section. Most of these actions 
were already being contemplated by Boeing anyway, and the 
manufacturer was preparing to conduct its own decompres- 
sion test on a mock-up tail section. 

Shortage of funds was blamed by one of the Japanese 
team questioned by the REVIEW about the apparent delays in 
the technical side of the inquiry. Foreign observers in Tokyo 
attributed at least some of the delay to arguments about 
“turf” and the Japanese team not wanting to ask Boeing for 
too much help, while not having the knowledge to handle 
everything themselves. 

The Japanese Government ordered several changes in 
JAL’s top management, and the airline was hit by a massive 
market shortfall on its domestic routes because of the effect 
of the crash on public confidence, something which also hit 
All Nippon Airways and Toa Domestic Airways. 

The Air-India crash occurred while the 747 was near Ire- 
land en route from Canada to London and Bombay. At the 
time of writing the cause was still unknown, with serious 
structural failure or sabotage the most likely candidates. The 
data- and voice-recorders were raised by ocean-salvage spe- 
cialists, but provided no clues, and parts of the front section 
of the wreckage were raised in efforts to establish whether or 
not a bomb was responsible. Long delays in deciding to do 
this had been caused by consideration of the expense in- 
volved. 

The bomb theory resulted from another incident the same 
night, in which a bomb placed in luggage exploded at Tokyo's 
Narita airport after being unloaded from a CP Air flight from 
Canada. It had been due to be loaded aboard 
an Air-India flight from Tokyo to Bombay. 
Two airport staff were killed by the blast. One 


which undergo more strenuous use. popular theory was that Sikh extremists were 
However, examination of evidence from responsible for both incidents, with perhaps a 
the wreckage led Boeing to announce thata Safety 51 faulty timer setting the Tokyo bomb off ear- 


Il m repair of the pm bulkhead Space 
had been improperly done after a 1978 acci- 
dent with that particular aircraft. This cleared it qal 
other 747s of suspicion, and stopped specula- Hanak 
tion that the Air-India disaster on 23 June and pr ihe ii 
the JAL crash might be related to a generic MEAM 
weakness in the 747's design. Airline 

At the time of writing the official Japanese Investment 
investigation team had not announced the Equipment 


cause of the accident — and had not even al- 
lowed Boeing's engineers to make tests of the 
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56  lierthan planned. 

On 15 April a Thai Airways Boeing 737 
g1 crashed into high ground after declaring an 
emergency en route from Bangkok to Phuket. 
All 11 on board were killed. The cause has not 
yet been announced. In late November in In- 
donesia, a domestic Mandala Airlines Lock- 
68 heed Electra crashed on landing at Medan in 
71 northern Sumatra. The aircraft had lost at 
least one wheel from its right main landing 
gear and had declared an emergency. None of 
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. Why people still come first 
| doubled din 1972, while westbound 


traffic from the US is now just over half 
the eastbound traffic. 


ct 
b 
ad 
at 
E 
P. 
= 
l 
-—4 
n. 
=; 
Fy 
E» 
48 
^ 
T 
J 
icai 
=] 
M 
~~ 
a 
> 
EI 
L 





audio e 





KLMjumbo:muchadooverexits. — 


MM tire A MEM 


the 45 on board was hurt but the aircraft was destroyed. 

On 18 January a Chinese CAAC Antonov An24 crashed 
while landing in bad weather at Jinan, killing 38 of the 41 peo- 
ple aboard. In October a Burma Airways F27 crashed while 
landing in bad weather at Putao in northern Kachin state, 
killing both pilots. These last two accidents echoed incidents 
and accidents of a similar nature in previous years — at- 
tempts to land in poor visibility at airports with either in- 
adequate or no instrument aids, when judgment should de- 
mand a diversion to another airport. The descriptions “over- 
ran wet runway" or “left runway during landing in poor visi- 
bility” have occurred too many times in recent years. 

Two incidents involving Asian airlines in 1985 were in fact 
near-disasters. The first occured on 19 February when the 
crew of a China Air Lines (CAL) 747SP (the long-range ver- 
sion of the 747) over the Pacific en route from Taipei to Los 
Angeles, while concentrating on solving a problem which 
had developed with one engine, allowed the aircraft to stall at 
41,000 ft. The aircraft rolled almost upside down and dived at 
a 60-degree angle through deep cloud, exceeding maximum 
speed limits and losing parts of the elevators and horizontal 
stabiliser before the pilots managed to regain control and 
level off at 9,000 ft. Four of the 280 aboard were injured. 

The second incident occurred on 27 May while an All Nip- 
pon 747 was landing at Naha, Okinawa. The 747's left outer 
engine hit the right wing of a military aircraft which was tax- 
iing on to the runway without permission. No one was hurt. 

Some concern was generated by a disagreement between 
US authorities on a modification to 747s which allows airlines 
to block off two emergency exits, thus creating more space 


W ith today's talk of liberalisation 
on the way — but with no dates at- 
tached — in the tightly regulated Asia- 











either for additional seats or for more comfortable siting of 
existing seats. The removal of the overwing exits, proposed 
by Boeing partly because of problems encountered with the 
inflatable slides by which passengers reach the ground from 
the exits, was agreed by the US Federal Aviation Adminis- 
tration and several other nations’ civil aviation authorities 
provided a 747's passenger load was still within the regula- 
tions. 

The safety rules require that all occupants must be able to 
leave the aircraft within 90 seconds with half the exits not 
available, and the 747’s doors are rated at 110 people each. 
With the former total of 10 exits reduced to eight by remov- 
ing the overwing doors, using half the remaining exits for 110 
people each gives a possible total of 440 — so that most air- 
lines' use of 747s would fall within this bracket. 

On this basis, British Airways (BA), Cathay, Thai, CP 
Air and KLM Royal Dutch Airlines decided to reduce their 
747 exits to eight — and flew into a barrage of negative pub- 
licity because of consumer groups which were worried about 
this being a possible reduction of safety standards. The US 
National Transport Safety Board also was not happy, and ad- 
vised US airlines not to make the modification. Although not 
directly comparable, the Manchester accident in which 54 
people died in a burning BA 737 served to influence much of 
the lobbying, and the debate seemed likely to continue. Thai 
decided to reinstate the exits, while the other airlines opted 
to wait for a new evacuation test to be performed by Boeing 
early this vear. 

Politics over landing rights were a major highlight of 1985 
in Asia, with Hongkong and Britain as the centres of two dif- 


of 1985, against claims by British Air- 
ways (BA) that last year the Ad de 
industry was in the poorest shape that it 
had been in for 10 years. | 
For most airlines, cargo is very 
much a second priority — their passen- 


cargo volume to the US has more than 


Pacific aviation markets, it might be 
hard for the outsider to believe that ac- 
cess to new markets for cargo is even 
more difficult than for passenger 
flights. 

But, according to air-cargo industry 
leaders, rights for passenger traffic his- 
torically have taken precedence, and 

o rights have been traded off in 
their favour. T 

According to analyses presented at 
a US-Asia sea- and air-freight confer- 
ence set up by the Hongkong Shippers' 
Council earlier this year, Asia's air- 


New industries in developing coun- 
tries have shifted the market shares 
considerably during that time: Japan's 
share of eastbound traffic fell from al- 
most half in 1972 to 35% in 1982, for in- 
Stance, and though Hongkong’s vol- 
ume more than doubled, its share drop- 
ped nearly two percentage points to 
around 20%. 

But even with those apparently 
vast gains, the overall market is sub- 
ject to tremendous fluctuations of de- 
mand, as illustrated by claims of tre- 
mendous growth in the Hongkong- 
China market of 40-50% in the first half 








ger services come first, and space or 
weight left over can be used for cargo in 
most cases, with relatively few all-cargo 
aircraft being operated. To take just 
one example, BA’s cargo work pro- 
duces only 10% of its total revenue. 
These airlines are naturally more 
anxious about access to passenger mar- 
kets, and their views tend to prevail 
over o interests in air-traffic Aa 
negotiations, so for all-cargo speciali 
such as Flying Tiger or Federal Ex- 
press, the results are far from satisfac- 


tory. 
"Bos instance, because of bilateral 
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Hongkong's Kaitak Airport: politics over landing rights. 
ferent arguments. In Hongkong, new airlines were formed to 
take advantage of opportunities expected to arise as China 
opens its air routes to the outside world. Dragonair was 
formed as a subsidiary of Hongkong Macau International In- 
vestment Co.; Oriental Pearl Airways — inactive since an 
inprofitable effort at running a cargo charter airline in the 
‘arly 1970s — returned to the scene to trade as Air Hong- 
kong, and London's British Caledonian Airways decided to 
enter the fray via its Hongkong-based ground-handling sub- 
sidiary, Caledonian Far East Airways (CFEA ). 

Dragonair was first to become airborne, leasing a Boeing 
737 and gaining its Hongkong Air Operator's Certificate. It 
was able to run some Asian charter services, but ran into dif- 
ficulties when it asked to run charters between Hongkong and 
China. It had received permission in principle from China to 
run such services, with the specifics to be discussed later. 

But when it asked Hongkong for consent to run two char- 
ter flights a day to Peking and one to Shanghai, beginning the 
day before scheduled Sino-British aviation talks involving 
Hongkong-China services, Hongkong authorities refused 
partly because of worries about such flights confusing issues 
to be discussed at the talks. In what was widely interpreted as 
a direct response, China then withdrew its previously granted 
permission for Cathay Pacific to increase its charter flights to 
Peking. Late in the year, Dragonair finally was able to open 
charter flights to Xiamen. 

Dragonair, Air Hongkong, CFEA and Cathay all had ap- 
plications for scheduled services between Hongkong and 
China filed with Hongkong's Air Transport Licensing Au- 
hority, which held hearings on the applications in De- 
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cember. Shortly before the hearings Cathay withdrew its ap- 
plications for Fuzhou and Xiamen, and when the hearings 
opened CFEA made a dramatic exit, leaving a straight battle 
over Dragonair's applications for Peking and Shanghai and 
Cathay's objections to both those routes. 

The Sino-British air talks were held in September and 
again in November, when the British side attempted to rec- 
tify an imbalance in China's favour of 55 scheduled flights a 
week between China, Hongkong and London by CA AC ver- 
sus four by Cathay and BA combined. The imbalance had 
existed since 1979, with some charter services being granted 
later to Cathay to avoid having to renegotiate the entire 
agreement. 

The talks were held at China's invitation, and the British 
side had hoped this meant that CAAC was willing to grant 
more equality. However, it seemed that CA AC was having 
its own problems within China's bureaucracy and so was un- 
able to offer much in its own right. In the event, CA AC was 
granted two more flights to Hongkong from Peking plus one 
more Peking-London flight, while Cathay was granted two 
flights to Peking from Hongkong. 

Meanwhile, in London there was a row over extra landing 
rights for Malaysian Airline System (MAS), Singapore Air- 
lines (SIA) and Philippine Air Lines (PAL). All three were 
initially rebuffed in what looked suspiciously like attempts to 
protect BA in its run-up to privatisation, which was delayed 
by hold-ups in a legal settlement over the demise of Laker 
Airways. A settlement was eventually reached, and BA 
seemed set to go to the market in the first half of this year. 

Later in the year MAS was told it could operate extra ser- 








aviation agreements, most cargo ser- 
vices tend to be point-to-point only — 
the so-called third and fourth free- 
doms. Hence Flying Tiger told the con- 
ference it can fly cargo from the US to 
Hongkong but has no rights beyond 
Hongkong to other points in Asia, a 
situation which leads to inefficiency 
through having to fly empty between 
some points. 


art of the problem is that many 

markets cannot support an all-cargo 
Boeing 747 service because there is not 
enough cargo to fill the aircraft's huge 
capacity. Operators of all-cargo air- 
craft want regional operations to feed 
into their long-haul cargo flights — fine 
for regional airlines with a limited 
number of all-cargo flights, but some- 
thing they are hardly likely to give away 
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to non-Asian carriers without a stiff 
fight. 

Flying Tiger and now Federal Ex- 
press, which is seeking a route from the 
US to Hongkong, are used to operating 
in the deregulated environment of the 
domestic US market, with the tremen- 
dous freedom this involves. 

But while in an ideal world their ar- 
guments for fifth and sixth freedoms — 
in effect, an open-skies policy — to 
be applied to air-cargo rights as freely 
as they are applied or at least used as 
bargaining points in air-traffic rights 
negotiations generally would be fine, 
they seem to overlook the level of eco- 
nomic self-interest applied by necessity 
in developing nations. 

For instance, much of the domestic 
cargo trade's freedom in the US is due 
to having no customs barriers to cross. 


Asian nations with import tariffs set up 
specifically to protect domestic de- 
veloping industries are hardly likely to 
eradicate those barriers at the expense 
of their own industries’ prospects or to 
forgo the revenue these barriers accrue 
for the national coffers. 

But given the two-to-one ratio in 
favour of Asian air cargo exports to the 
US, and assuming that the present pro- 
tectionist sentiment in the US Congress 
is unlikely to dissipate in the near fu- 
ture, something will have to change. 

Unfortunately for the US all-cargo 
specialist carriers, if the recent US- 
Japan air-services agreement becomes 
a model for future US traffic-rights 
negotiations, even with greater liberali- 
sation the air o carriers will still 
have to take second place behind the 
far more numerous passenger carriers. 
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Air Lanka; Colombo airport: agreement with Singapore. 


vices to Britain in 1986, SIA was granted rights to Manches- 
ter and PAL was still left out in the cold. The row with PAL 
centred on how many of its London-bound passengers origi- 
nated in Manila and how rhany from en-route stops, with 
both sides using completely different figures. PAL was even- 
tually given an extra flight to London in exchange for *com- 
pensation” to BA of £600,000 (US$889,000). 

SI A and Air Lanka in July ended a rift which had stopped 
flights between Singapore and Colombo in October 1984. 
Each had previously accused the other of reneging on the 
terms of a 1979 air agreement. Both sides said the new agree- 
ment recognised each others' interests and was a fair one. It 
allowed three services for each airline between and beyond 
their territories, which were due to begin in November 1985. 

The United States and Japan ended a long deadlock over 
trans-Pacific rights with an agreement to allow new services. 
The agreement involved allowing a new Japanese all-cargo 
airline, Nippon Cargo, to fly to the US, allowing Continental 
Air Micronesia to use wide-bodied jets between Guam and 
Japan, allowing more airlines across the Pacific and creating 
more trans-Pacific gateways in both countries. The agree- 
ment was even more liberal than the US had sought, to the 
consternation of at least all-cargo Flying Tiger, and brought 
with it the end of years of official protection for JAL — which 
was seeking at least partial privatisation. 

In Washington, the US Transport Department gave ten- 
tative approval to the proposed US$750 million sale of the 
Pacific division of Pan American World Airways to United 
Airlines, and US President Ronald Reagan gave his final ap- 
proval in December. United announced that it would start its 
new Pacific operations on 28 January. 

The approval may yet involve United having to spin off its 
routes between Seattle, Portland and Tokyo to another air- 
line because of worries about reduced competition on those 
routes with the departure of Pan Am from the scene. But the 
news was a tremendous fillip for United, which intends using 
its enormous US domestic network to feed the former Pan 
Am Pacific routes, providing it with an enormously ex- 
panded market. 

An air-safety agreement was signed between the US and 
the Soviet Union and Japan in early October to increase the 
level of communications and coordination relating to airlin- 
ers over the Pacific. The agreement, which cleared the way 
for talks on resuming US-Soviet air services, was intended to 
avoid any repetition of the 1983 Korean Air Lines disaster in 
which 269 people were killed when a KAL 747 was shot down 
by a Soviet fighter after a massive deviation from the An- 
chorage-Seoul route. 

Purchases of new aircraft also made many headlines dur- 
ing the year as various airlines, buoyed by good results in 
1984-85, looked towards replacement as well as expansion. 
In Asia, China was the biggest customer overall with several 
batches of orders. CAAC's plans for modernisation and 
reorganisation were redrafted somewhat in March, when 
Shen Tu was replaced as director general by his deputy, Hu 
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Lufthansa: agreement with China. 





Yizhou. In May, Boeing received a US$350 million order for 
a 747 Combi, two 767-200 Extended Range and five 727-200 
aircraft. 

Foreign-exchange worries and other national priorities 
had caused this order to be cut back from 21 aircraft at about 
US$1.5 billion. Hu said CAAC's plans to break up into sev 
eral smaller, autonomous units now involved an administr: 
tive restructuring of CAAC based on its present regionalisea 
form, and implied strongly that what he wants to see in China 
is very much the pre-deregulation style of civil aviation as 
operated in the US until 1978. 

Four 737-300s had been sold to China in December 1984 
and January 1985. In July, four more 737-300s were sold to 
China Southwest Airlines, a joint venture between Sichuan 
and Guizhou provinces. Airbus won an order for three 
A310s, two of which were delivered to CAAC's Shanghai re- 
gion in June. Short Brothers of Britain delivered eight Shorts 
360 twin-engined, 36-seater commuter airliners to Shanghai 
in July. British Aerospace announced that CAAC had or- 
dered 10 of its BAel146 86-passenger aircraft in a contract 
worth US$150 million. 

McDonnell Douglas (MD) announced a US$1 billion con- 
tract with China involving 26 MD80 airliners, of which 25 are 
to be assembled at Shanghai — plus an option for a further 
15. Two more MD80s were ordered later in the year, joining 
two already flying from Shanghai to bring MD's firm commit- 
ment to 30 aircraft. CAAC also announced the acquisition of 
17 Soviet Tupolev Tu154 airliners as part of a trade package, 
and officials said there would be orders for some 30 more 
large aircraft over the next three years. 

CAAC also began to look to the future in other ways, wit 
an order for a giant Sperry computer system to handle rese; - 
vations and planning. It also signed a contract with Lufthansa 
for technical and management assistance, and took delivery 
of a Y7 (Chinese-built An24) and a Y12 (DHC6 Twin-Otter 
equivalent) modified by Hongkong Aircraft Engineering Co. 
to use as models for further production of these types in.a 
deal which promised much future business for Haeco with a 
total of 155 aircraft involved. 

However, China's news was not all positive — in August 
contaminated fuel taken aboard at Peking caused a Pan Am 
flight to make an emergency landing in Tokyo and led Qantas 
to pick up fuel in Manila on its Sydney-Peking flights until the 
problem was solved a few days later. 

In December 1984 Cathay suffered a strike by cabin atten- 
dants which grounded some 17 flights and affected 6-7,000 
passengers before being resolved in a secret deal. During 
1985, apart from its applications for China routes, Cathay an- 
nounced plans to fly to Rome, Paris and San Francisco, with 
Zurich expected to follow shortly. It announced a joint ser- 
vice between Hongkong and Brunei using Royal Brunei Air- 
lines Boeing 737s, and declared its intention of reopening 
now-dormant routes to Kaohsiung and Nagoya. It also took 
delivery of its first 747-300 stretched-upper-deck aircraft and 
upped its firm orders to three more. 
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“Hongkong: joint service. 


In September there were rumours that Cathay was consid- 
ering floating some of its stock as one possible way of avoid- 
ing future worries about its ultimate nationality. On 28 
November Cathay announced its intention of floating off “up 
to 25%” of its stock in 1986. 

JAL declared a 9.4% increase in profits for April 1984— 

arch 1985 with a net profit of ¥7.46 billion (US$36.66 mil- 
non). Operating profit was up by 80% at ¥38.2 billion. In 
April JAL suffered a three-day strike by its cabin staff, who 
returned to work with no gains after causing 77 domestic and 
six international flights to be cancelled. JAL also announced 
orders for three new 747s — one SR version for domestic use, 
one long-range 747-200 and one freighter. It also decided to 
modify one of its 747SRs to have an extended upper deck 
with 80 seats, giving a total all-economy capacity of 591 pas- 
sengers. ; 

Toa of Japan announced orders for a 10th Airbus A300 
and seven MD80s with options for four more MD80s — value 
of the 11 MD80s and spares was put at US$300 million. 
Tokyo's Narita airport was the target for opponents of ex- 
pansion plans in mid-year and throughout the autumn and 
early winter, when police clashed with demonstrators pro- 
testing against expropriation of land for a second runway. 

Korean Air, formerly KAL, continued to suffer from the 
effects of the 1983 Sakhalin shooting down of one of its 747s. 
In June the relatives of a Japanese passenger killed in the in- 
cident filed a Y90 million lawsuit against the airline in Tokyo 
 . — the relatives were among 15 families of 19 victimes with 
suits pending in Washington. In May Korean ordered six 
- MD80s with options on three more — the six firm orders 

re worth US$150 million. The airline in June ordered 

ee A300-600s for US$200 million with options on a further 
five, and also ordered another Fokker F28. In October it or- 
dered two A300 freighters, the first airline to do so in the Far 
East. 

CAL in April was the victim of a hijack attempt by an ap- 
parently mentally disturbed man who tried to take over a 737 
from Taipei to Kaohsiung and force it to fly to Hongkong. 
The man, originally from Hongkong but resident in Taiwan, 
had a flask of water as his weapon. He was overpowered by 
security guards on board. Hamstrung by Taipei's political 
considerations, CAL has reportedly forecast a loss of US$9.5 
million for 1985 despite its high 70% load factor and a 20% 
rise in revenue. The airline was expected to order replace- 
ments for its 737 fleet in the near future. 

PAL in March announced an abrupt turnaround with a 
profit for 1984 of P280.7 million (USS15.17 million). PAL 
had made intensive marketing and cost-control efforts during 
the year. It launched a Manila-Chicago service in mid- 
November, and a Manila-Cairo flight in early December. 

Royal Brunei in May ordered three Boeing 757s with 
Rolls-Royce engines for US$175 million. The airline, 10 
years old in May 1985, is expected to extend its present net- 
work of nine Asian and Australian destinations when the 
757s are delivered in 1986. 
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Thai celebrated its 25th birthday in May with the opening 
of a new maintenance centre and the start of construction of a 
new headquarters building. It expected to make a healthy 
profit, but was facing difficulties because of the baht's de- 
valuation in November 1984, after a record profit that year. 
Thai managed to arrange lease-financing in Tokyo for the 
yen equivalent of US$130 to cover the purchase of two Air- 
bus A300-600s, and ordered four more of that type in Oc- 
tober (for a total fleet of eight) and two 747-300s. The Boeing 
order was worth US$240 million, including spares and train- 
ing, and covers an option for a third aircraft. 

In March, domestic operator Thai Airways ordered two 
A310s worth some US$125 million, ending a long contest 
with Boeing's 757 and 737. Thai Airways also ordered two 
Shorts 360s after an intense battle between several other 
manufacturers. 

SIA achieved a profit of S$145.2 million (US$68.56 mil- 
lion) for 1984-85 and in July rewarded its staff with a one- 
and-a-half-month's salary bonus. It began flights to China in 
May, and seemed set to find more business in helping 
CA AC's plans for improvement and expansion. The airline 
was set to float 10% of its shares to the public in Decem 
ber. 

MAS logged a record M$131.58 million (US$54.26 mil- 
lion) profit for the year to March 1985, more than 38% over 
the previous year. It has plans for a service to the US in 1986, 
and intends pursuing other rights elsewhere. It floated 30% 
of its shares to the public in September in the biggest issue in 
Malaysia’s corporate history, but was forced to delay its list- 
ing because of the Singapore/Malaysia stock exchange 
dramas in early December. 

A cooperative venture with US-based Northwest Airlines 
did not fare well — MAS was marketing the service for 
Northwest, but many flights were cancelled because of poor 
loads with Northwest accusing MAS of steering passengers to 
its own flights instead. In February foreign airlines serving 
Malaysia attacked a concession granted to MAS which 
penalised Malaysian taxpayers on employer-paid travel with 
foreign airlines. Later in the year this concession was re- 
pealed with effect from January as part of Malaysia's 1986 
budget. 

Indonesia’s Garuda acquired a new president, R. J. 
Lumenta, who set about trying to fill aircraft instead of buy- 
ing more. He set in motion various marketing schemes and 
announced a hold on expansion until 1989. Garuda also 
began a joint service with Continental from Bali to Guam, 
Honolulu and Los Angeles. In late November, Lumenta said 
Garuda would replace its fleet of 19 DC9s with locally built 
aircraft by the year 2000. He also said Garuda made a US$50 
million profit from January-June 1985, compared with a 
US$76 million loss over the whole of 1984. Jakarta’s new air- 
port underwent a chaotic opening in April, but by mid-May 
seemed to have settled down. 

Much ordering came from Australia, with Oantas select- 
ing a fourth 747-300 for March 1986 and Ansett signing up for 
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Farsh diio ordered eight Airbus 
. A320s worth US$380 million (in- 
. cluding spares and support equip- 
. ment) with an option for nine more. 
Ansett and opponent Trans-Aus- 
. tralia Airlines also ordered 12 737- 
| 300s each. 
B Ansett also made a bid to break 
| out of its largely domestic role via a 
j 1 51% stake in Transcorp Airways 
B (HK), the Hongkong subsidiary of 
. Perth-based Trans Corp Australia 
. which late last year bought a Boe- 
| ing 707 freighter from Lufthansa. 
| The Hongkong base was chosen to 
give a breathing space before the 
- 707 must be fitted with expensive 
| “hushkits” which became mandat- 
| ory on Australian-registered 707s on 1 January, but which 
| will not be required in Hongkong until later this year. 
| Air New Zealand added the 767 to its fleet when the first 
B of three arrived in September. Also on order were another 
| 747 and six 737-200s. Meanwhile, New Zealand aims to 
_ | liberalise its international aviation policy and will welcome 
— | discussions with other countries to establish new reciprocal 
Y air routes, Minister of Civil Aviation Richard Prebble an- 
28 nounced on 11 December. 
| 3 F A more liberal policy was necessary to develop trade and 
tourism, he said. Accordingly, New Zealand will initiate 
bilateral negotiations with other countries and “will respond 
| favourably to approaches from foreign governments or air- 
- lines” for new services. Prebble said the government “will 
- show readiness in such consultations to be flexible and prag- 
matic in its approach and will be prepared to examine ways to 
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— À | Medus? parriers 1 that inhibit com- 
petition and fear access to mar- 
kets." However, he added that the 
country's national carrier must re- 
main viable in the country's econo- 
mic, strategic and foreign-policy in- 
terests. 

To the west, Air Lanka announc- 
ed in June that it wanted to fly to 
Australia but no starting date was 
given. It plans to have three more 
747s by 1990. Burma Airways an- 
nounced an order for a second Fok- 
ker F28 85-seat, twin-engined air- 
craft to be delivered in March this 
year. India became a battleground 
for Boeing and Airbus, with Air- 
India ordering six A310-300s for 
US$440 million and largely domes- 
tic operator Indian Airlines changing its mind about its earlier 
interest in 12 Boeing 757-200s and ordering 19 A320s instead, 
with options on a further 12. The A320 deal could be worth 
US$1.2 billion. 

Pakistan International Airlines expressed interest in flv- 
ing to Hongkong and in July resumed flights to Moscow aft 
a 14-year gap. In October a swap was announced und... 
which PIA sold its four DC10s to CP Air of Canada via a 
broker, and took CP Air's four 747-200s. The deal netted CP 
Air US$20 million after brokerage. PIA also agreed to lease 
a 737 and an A300 to Dubai-based Emirate Airlines, which 
was born out of a struggle between PIA and Bahrain-based 
Gulf Air over landing rights. Gulf Air, Kuwait Airways and 
Saudia faced problems because a truce under which foreign 
airlines serving the Gulf area agreed to stop discounting their 
tickets collapsed in May after only three weeks. 
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SAFETY 


The human factor 
and the ghost: 
in the machine 


afety is an emotive word when related to aviation, one 
that most airlines are unwilling to discuss in public 
except in the most general terms. However, it cannot 
be denied that flying is potentially dangerous: how can it be 
anything else when it involves transporting people in a 
machine made as light as possible, travelling in a hostile 
medium — cold and with low pressure — as fast as possible, 
high above the ground? 

Accident statistics may show that flying is safer than riding 
in a car, but the potential for danger is there, otherwise air- 
line pilots would not need most of the intensive training and 
recurrent checks of their ability which are mandatory 

orldwide. 

Based on the obvious reality that if man himself is imper- 
fect the machines he designs cannot 
be perfect, both men and machines 
can and will fail. The object of the 
myriad rules involved with the de- 
sign, testing and certification of 
men and machines is to reduce the 
probability of failure to as near zero 
as possible — but all flight safety is 
based on probability, not certainty. 
Hence accidents and deaths are in- 
evitable; the problem is of keeping 
the numbers down — or, in an ex- 
panding industry with ever more 
route miles being flown, keeping 
the accident rate down. 

However, one of the problems is 
that none of the measures of acci- 
dent rates is entirely satisfactory. 
One can use accidents per 100,000 
aircraft flying hours, deaths per 
100,000 passenger-km, per million 
passenger-miles or per flight — 
each will show what its proponents 
vish, but none is necessarily fair by 
itself, particularly today when air- 
craft tend to be flying more-or-less 





It can be argued that numbers killed are not even relevant 
as a measure of air safety — today's large aircraft have far 
more seats than their predecessors, so it is virtually impossi- 
ble to make direct statistical comparisons with previous 
years. But even using the total number of accidents as the 
basis for comparison gives cause for concern. 

Figures given by the leading British aviation magazine 
Flight International for January-June over several years show 
a total for the 1985 half year of 21 fatal aircraft accidents of all 
categories (including all-cargo, charter, commuter and non- 
revenue flights). Previous half-year totals were far less for 
the years back to 1980 (with 20) and 1979 (with 29). For the 
1985 half year, Asian airlines had three fatal accidents out of 
a world total of 11 on scheduled passenger flights, and four 
out of a total of 21 in all categories. By mid-October this had 
risen to five out of 16 on scheduled passenger flights, and to 
six out of 26 in all categories. 

Of the half-year's reported non-fatal incidents on sche- 
duled passenger flights, Asian carriers suffered seven of a 


world total of 26 — by mid-October this had risen to around - 
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| Airbus cockpit: modern machinery is more reliable. 
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11 out of at least 32. The statistics both for accidents and inci- 
dents seemed remorselessly consistent — Asian airlines had 
around a third of each. 

Industry sources were divided about whether the upsurge 
in accidents was a statistical freak or a genuine trend. There 
was no identifiable pattern, though some of those who 
thought it was a trend speculated that more attention being 
paid to bottom lines, made necessary by thinner margins 
brought about by increased competition, may have been at 
the expense of maintenance or equipment purchases. At 
least so far as Asian airlines were concerned, this seemed un- 
likely. 

It must be recognised, however, that safety costs money 
and the price of near-total safety would have to be passed 
on to the passenger in the form of huge fares. Most of the 
technical aspects of civil aviation today have reached the 
point of diminishing returns: the extra cost involved would 
be enormous compared with the small increase in safety 
achieved. 

The only trend which has been recognised in recent years 
is that while the machinery has become far more reliable, the 
human factor in accidents has not improved greatly. Thus, 
human factors — mistakes both in the cockpit and on the 
ground — now represent the largest single cause of aircraft 
accidents. To call back the “safer than riding in a car’ state- 
ment sometimes made about flying, a car driver who has a 
problem can pull over to the side of the road and wait for 








help; aircrew usually have to cope with the problem in fat 
more challenging circumstances. 

One of the problems now being recognised by airlines is 
that while much money and effort have been spent on making 
the machinery more reliable (and hence more efficient), far 
less has been spent on analysing the human factor. It is now 
recognised that while automatic systems are much more ac- 
curate than human crew members in such areas as navigation 
and engine control, the human aircrew is being asked to per- 
form routine, repetitious programming operations and 
monitoring while still being expected to stay mentally alert. 


uch a situation is contrary to human nature. The 
very increase in reliability of the machinery tends 
to induce a state of confidence that failures happen 
very infrequently, and hence can lead to crews becoming 
passive receivers of information from their aircraft's systems 
instead of actively cross-checking everything. Many years 
ago, a professional pilot described his working life as hours of 
boredom interspersed with moments of terror; today, it 
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Some airlines, or more e correctly some individuals within 
most airlines, have recognised this and programme their 
work to keep themselves and their crew colleagues busy and 
hence. alert. However, this is difficult to maintain with any 
onsistency. Often, a crew member will experience the more 
ramatic types of emergency only during simulator training 
a year — fine in itself, n that he knows the areas in 
ch he will be tested, and is well prepared for the problems 
hich will be thrown at him in quick succession. 
Some positive moves have been made: one measure 
iimed at using crew errors as object lessons for others, widely 
ed in the US and Britain, involves an anonymous incident- 
porting system. Should one of the crew make an error 
hich does not involve a reportable incident or accident 
‘usually one leading to death, injury or severe damage to an 
ürcraft), other crew members or the perpetrator himself can 
ke an anonymous report outlining the circumstances. Col- 
ctions of these reports are then examined by safety experts 
see if there is a pattern so that procedures or cockpit lay- 
its can be changed to avoid such errors in future. 
In 1984, the highly respected British aviation writer and 
authority on air safety, J. M. Ramsden, made a call for the 
nymous reporting system to be extended to ground en- 
ineers. He listed a series of incidents and accidents in which 
nistakes in maintenance or repairs had been at least partly 
onsible, and pointed out that these fell into the same 
uman-factor bracket as those caused by aircrew mistakes. 
. year's Japan Air Lines disaster would fall into the 



























































ng subsequent inspections. - 
There have also been calls for airlines to use their 
mulators as teaching tools as well as for twice-yearly com- 





i routes oe instead of senior staff members unfamiliar with 


h instructing or with office work. One such recent call, 
m a senior captain with a South American airline, also 
ed for “unusual events" from the recent past to be used as 
mulator exercises, cutting short what is. often a long delay 
screws can experience for themselves probleme which 
e been encountered by their colleagues. 








" his is aimed at avoiding accidents. From the passen- 
gers’ point of view, the most frightening side of air 
afety is that which receives the most media attention: 
ppens after an accident. Here too, safety isan emo- 
il word. Progress is difficult to measure because each ac- 

it presents a different set of circumstances. 

ne apparently excellent idea seemed literally to go up in 
ist year during a test in which an old aircraft was de- 
ately crashed by radio-control to test a new fuel additive 
d to reduce the chances of post-crash fire. The US- 
cted test was to see whether an anti-misting agent 
d prevent a fireball after a crash, in which ruptured fuel 
ks. often spray a volatile mist of fine droplets of kerosene 
ithe air. 

Later analysis found that, though the aircraft was de- 
ved in a spectacular inferno, the agent had in fact slowed 
spread of the fire and delayed its penetration of the fusel- 
, in which various fire-retarding materials and emergency 
ting systems were also being tested. The US Federal 
ation Administration (FAA) decided that the agent did 
work well We to rn ut USB US airl ines to use it 





























r RET to its pas without FAA support. 
inother move aimed at increasing crash-survival rates, 
LA and Britain’ S Civil Aviation Autoniy have de- 







1man-factor category: both the incorrectly performed re- | 
pair made to the aircraft's rear pressure bulkhead by Boeing . 
and the 6-ft long crack: which developed in the bulkhead in - 
the seven years since the repair could have been spotted dur- sk 


tence checks, using as teachers pilots who regularly fly air- 


aircrews’ everyday problems because their time is taken up 


miti atin | post 

die from smoke nd fume- inhalation than from burns. It i 
claimed that new materials available do not give off the signi- 
ficant amounts of smoke and toxic gases emitted by previous 
materials in aire. 

One apparently negative move was made last year when 
permission was granted for airlines to block off the over-wing 
emergency exit doors on Boeing 747s, reducing the total 
number of exits on the main deck from 10 to eight. The initia- 
tive came from Boeing, partly as a result of problems which 
had been encountered with those exits: during some evacua- 
tions the wind had blown the escape slides along the fuselage 
and caused interference with slides at other exits. A study of 























































Electronic wizardry 
can br "wa 
complacency 


A device which should be the ultimate high-technol- 
MÀ ogy aid to navigation — and thus safety — in the air is 
. Wa thought to have been involved in at least two r 
disasters in recent years, as well as a number of in 
which could have led to fatalities. However, it is not the de- 
| vice itself which is to blame, but the human factors surround- 
ing it. | 
| The device is the inertial navigation. system (INS), which 
is linked with an aircraft's airspeed, air temperature, altitude 
and magnetic compass systems to run a continuous plot of po- 
sition, When programmed with the aircraft's starting point 
on an airport ramp and intended route waypoints, the system 
will take the aircraft automatically to each programmed 
point and will give the time and distance to each, updating 
their data as they go. 

However, though the INS is generally accurate to within 
two nautical miles radius for each hour of flight, like any elec- 
tronic aid it depends on the information it is given by its 
human masters. One of the problem areas which has come to 












aircrew, leading to gross navigational errors through no faul 
of the machine. 

There are, of course, procedures designed to catch: any 
such error through cross-checking the inputs before flight, 


from each waypoint to the next against the flightplan, making 
a rough plot of position after passing each waypoint and using 


ther radar in *mapping mode" to pick out prominent features 
on the ground and check them against a chart. 

But, particularly with triple-INS systems which electroni- 
cally compare notes and warn the crew of significant disag- 
reement between individual units, failures are so rare that a 
degree of complacency can arise and the level of human 
checking can fall. Fortunately, in all but two tragic instances 
— one proven by inquiry and the other widely suspected but 
still unverified — the consequences of errorsin programming 
or using the INS have not been fatal. — 

The most recent publicised case was in October last year, 
when it was announced that a Japan Air Lines Boeing 747 
had strayed 60 miles off its intended track near Sakhalin Is- 
land because of inattention by the pilots.. The airline an- 
nounced that it was the fifth navigation error recorded within 
three years. But JAL is by no means alone in this respect. 
Mistakes with > have been experienced | many i carriers. 





the rules by Boeing and the FAA seemed. to indicate that 


light with INS is the apparent inattention it can breed among. 


cross-checking time, distance to run and INS initial course 


other means of navigation such as radio aidsor using the wea- 
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eliminating the two centre exits would cause no problems. 
Each door was designed to allow 110 people to escape, and 
under the rules only half the doors are assumed to be avail- 
able after a crash, because of the prospect of fire ruling out 
the other half. 

Using only half the proposed eight exits would thus give à 
maximum passenger load of 440, and as mos®airlines’ maxi- 
mum loads are below this figure, these carriers were granted 
the option of eliminating the centre doors. However, the 
FAA reversed its stand in the negative media barrage which 
followed, and wrote to US airlines recommending that they 
should not take up the option. The airlines are now awaiting 
the results of a new evacuation test to be carried out by Boe- 
ing early this year. But even given a positive test result — get- 
ting 440 people out of four doors in 90 seconds — it remains 
to be seen what would happen in court after a 747 accident in 





Navigation switch: human input is the key. 


Of the two fatal INS-related incidents, one was certainly 
caused by lack of coordination as well as data-input, and the 
other could easily be explained by lack of coordination and 
accidental misuse of the system. The first was the Air New 
Zealand (ANZ) DC10 disaster near Mt Erebus in Antarctica 
in 1979, and the second was the Korean Air Lines (KAL — 
now Korean Air) tragedy of 1983 in which a Boeing 747 was 
shot down by Soviet fighters. 

The ANZ crash occurred on a sightseeing trip from New 


Zealand to McMurdo Sound and back non-stop. The initial 


investigation held that the crew was to blame for flying at low 
altitude into an area of reducing visibility without being cer- 
tain of the aircraft's position — how else would a large air- 
liner.in good working order be flown into a mountainside? 
But, public pressure and outrage from pilots led to a royal 
commission of inquiry which found that the primary cause of 
the accident was airline staff changing two digits in a mass of 
INS data without telling the crew. 

At a briefing for the crew some days before the flight. a 
flightplan from a previous Antarctic trip was shown and its 
data was used by the captain to plot the intended track to the 
Mt Erebus area. This track would have taken the aircraft 
down the centre of the 40-mile-wide McMurdo Sound, well 
clear of any high ground. However, the effect of the data 
change by the airline's navigation staff was to move the desti- 
nation waypoint 27 miles east, behind Mt Erebus. 

Thus, às commissioner Justice Peter Mahon found, when 
the crew opted to stay below cloud for the final run-in at 
1,500 ft, they assumed in good faith that the aircraft was 
heading down the centre of McMurdo Sound. Because of 

cal “white-out” conditions — on which their briefing was 
irtadequate — they did not realise that what they thought was 
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unable to get out in time. 
Overall, though, the safety picture has not changed for 


the worse over the past year in the dramatic way that has - 


been claimed. To take figures for the largest manufacturer 
alone, Boeing, the aviation magazine /nteravia pointed out in 
October that about 4,200 Boeing aircraft of all types at pre- 
sent in service carry about 1.19 million passengers a day on a 
total of 15,000 flights. If the statistic of accidents per flight is 


taken as a realistic safety measure, in that it at least seems to ^ 


account for exposure to risk, there is less than one aircraft 


loss per million Boeing flights — and aircraft losses recorded : 


are insurance losses, not necessarily fatal crashes. 


As Interavia added, Boeing has pointed out that if aircraft i 


losses caused by human error, terrorist action or fire on the 
ground are eliminated, the loss rate is very close to zero. fy 


a long, flat and featureless stretch of open, snow- 
covered ice at sea-level ahead of them was actually a 
slope rising above them. 

Mahon has written an excellent book on the 
inquiry (Verdict on Erebus, published by Collins) 
in which he describes the whole course of his in- 
vestigations and his feelings about some of the evi- 
dence presented. The book was written after two 
judicial reviews concerning his findings — one by 
the Court of Appeal in New Zealand at the behest of 
ANZ and individuals criticised by him, which over- 
turned his order for costs against the airline but did 
not argue with his findings as to the cause of the 
crash, and the other by the Privy Council in London 
at Mahon’s behest against the result of the first ap- 
peal. 

His inquiry’s findings and his book make the 
point that on facts known to the initial inquiry there 
seemed no reason why, after flying for a while with 
the INS out of automatic mode while descending 
through cloud away from Mt Erebus, any pilot 
would re-select automatic navigation on the INS if 
he knew the next waypoint was behind a mountain. 
Taking this as a logical starting point, he excoriated 
the way in which the waypoint had been shifted without the 
crew's knowledge. 

Since the crew was using a flightplan produced by com- 
puter print-out, it seemed to him — and to others — un- 
reasonable to expect the crew to pick out two changes in the 
many strings of figures they had to insert manually into the 
INS; though it has been argued by other pilots that, as the 
captain concerned was known to have plotted the waypoints 
on a large-scale chart and to have taken that chart with him, 
perhaps he could have been expected to check the new 
waypoints against the old. 


argument is that the flight operated normally over 

previous waypoints on the route, which could have 
led the crew to assume that the INS was following a course 
which had become a routine operation. Mahon seems to have 
assumed that any crew is entitled to assume this until or un- 
less told of changes, a point which seems entirely reasonable 
until someone makes a mistake or a change and/or omits to 
tell those to whom the information is of the utmost impor- 
tance. 

The result of the inquiry, regardless of the appeals, was 
complete exoneration of the crew and a top-level shake-up in 
ANZ. which under new management has become an entirely 
different organisation. In that sense Mahon succeeded, 
though at great personal cost: he resigned from the judiciary 
because he felt his judicial integrity had been impugned by 
the result of the first judicial review. 

Oddly, there is no mention of either of the reviews in his 
book, which gives the strong impression of having been writ- 
ten — in a human rather than legalistic way — as a vindica- 


Eus he did not — though the other side of that 
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tion of his findings and to emphasise the way in which an ex- | 
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perienced, totally competent crew was misled into a fatal ac- 
cident by an administrative blunder. 

Apart from the INS aspect, another element in common 
between the Erebus disaster and the shooting down of the 
KAL aircraft was the question of what if anything a US mili- 
tary organisation might have known about it and whether 
there was any chance of warning either crew of their position. 
Mahon’s book takes great pains to absolve staff at the US 
Navy radar station at McMurdo of any responsibility, while 
bringing out the suspicion that they had in fact seen more on 
their radar than they were later allowed to tell him, but prob- 
ably either too late to warn the crew or any warning broad- 
cast was obstructed by the mountain. 

One of the problems with the KAL tragedy is that it was 
obvious shortly after the affair that the US military knew a 
great deal about it — at least after the event — but was and 
still is not prepared to give details about exactly how much it 
knew and when it knew it. Suffice to say that the US Air 
Force RC135 electronic intelli- 
gence-gatherer near Kamchatka 
when KE 007 passed by still 
raises suspicions among various \ 4 
people, not all of them conspi- |l 
racy-theorists. 


S military aircraft patrol 
U various parts of the world 

regularly — searching for 
Soviet warships or gathering in- 
telligence by “eavesdropping” 
near borders. Naturally, these 
aircraft do not advertise their in- 
tentions by filing flightplans with 
civilian air-traffic control au- 
thorities, so the responsibility for 
keeping them from endangering 
other aircraft rests with the mili- 
tary itself. Given that such pat- 
rols must at some stage cross civil 
air routes, and that civil flight- 
plans can be changed or perhaps 
misfiled, it seems some sort of 
lookout would be necessary, 
whether by ground-based mili- 
tary radar or by onboard sensors. 

It still seems strange that an 
RC135 can pass about 70 miles 
away from a 747 well northwest 
of its proper track and heading 
towards Kamchatka, and with 
that 747 broadcasting incorrect 
positions apparently in good faith 
on normal radio frequencies, 
without — as US officials still 
maintain — even noticing, let 
alone identifying, an airliner in an area where only a Soviet 
aircraft might be expected. 

That aside, the probable KAL crew error which led to the 
747 straying eventually about 300 miles off its intended track 
— leaving the automatic pilot holding a constant course in- 
stead of switching it over to be guided by the INS — has been 
explained many times, including in the REVIEW (13 Oct. '83). 
What has been harder to explain is how the flight managed to 
leave the coast of Alaska without a final check with a radio 
beacon to verify its position before launching out over a long 
overwater passage with no further radio aids. 

At the risk of seeming to indulge in special pleading, such 
an omission is easy to explain if one assumes a lack of coordi- 
nation very easily perpetrated on a flight. KE 007 was ini- 
tially cleared as per its flightplan, which would have taken the 
flight from Anchorage via airway J501 over a radio beacon at 
Cairn Mountain, some 162 nautical miles away, and then to 
another, more precise type of beacon at Bethel, a further 184 
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KE 007 debris: questions remain. 
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nmi along the airway. Bethel was the last chance to check the 


INS against a ground-based beacon of any kind until halfway 
down the oceanic part of the route at Shemya, and the ab- 
sence of a receivable signal at Shemya would not necessarily 
arouse suspicion among the crew, particularly if the INS ap- 
peared indicating all was well. 

However, aéter take-off KE 007 was first cleared to the 
west during its climb, and after about two-and-a-half minutes 
was told by the radar controller: “Proceed direct Bethel 
when able." This meant that he was not expected to follow 
the airway to Cairn Mountain, but was expected to select the 
nominal magnetic course of 246 degrees towards Bethel and 
wait until he was able to pick up the Bethel beacon's signal to 
adjust his track to pass overhead. In the event, KE 007 pass- 
ed six miles north of Cairn Mountain and was later found to 
have passed about 12 nmi north of Bethel. How could this 
be? This theory offers a possible explanation. 

According to KE 007's flightplan, the 747 was to reach its 
initial assigned cruising altitude of 31,000 ft half an hour after 
takeoff, 174 miles or about 23 
minutes before reaching Bethel. 
The Bethel beacon would not be 
in usuable range until 39 nmi or 
about five minutes later. Time to 
run from the beacon being in 
range at 135 nmi would have been 
just under 18 minutes, using the 
flightplan s predicted ground- 
speed as the basis for the arith- 
metic. 

Now assume that after a few 
minutes the captain, having es- 
tablished the flight at cruising al- 
titude, and with the aircraft flying 
a constant heading while await- 
ing the Bethel signal, wants to go 
below to talk with a US congress- 
D "V 4. -| man flying asa VIP to Seoul and 

DN ME with another KAL captain riding 

T2 9 home as a passenger. He could 
expect the first officer to check 
the INS against the Bethel signal 
and to adjust the track as neces- 
sary, plus making the Bethel po- 
sition report. 

However, all it would take to 
cause a lack of coordination is for 
the first officer to leave the 
cockpit for a few minutes at this 
stage — perhaps to visit the toilet 
and/or to check with the cabin 
crew about serving the crew's 
meals on the flight deck. By the 
time he returns after, say, five 
minutes, the flight would have 
been within reception range of 
Bethel's signal. If the captain had been checking the distance 
to run with the INS while awaiting his colleague's return, he 
might well have said something like: *Bethel at 125 miles and 
16 minutes, you have control." 

I he result might well be that the captain then leaves the 
cockpit thinking that the first officer will run the position 
check, while the first officer thinks the captain has already 
done it and so merely monitors the INS readout of distance to 
go and the waypoint alert light, which lights up two minutes 
away from a waypoint. Taken by itself, the alert light switch- 
ing off would indicate passage over the waypoint. 

Hence the aircraft rushes on, still holding a constant 
course, with no one aware anything is amiss. And when the 
captain eventually returns, say 10-15 minutes later, he is out 
of the navigational picture — the net result being that no one 
is really in command of the flight because of a lack of proper 
coordination, a classic case of reliable machines up against 
the unreliable human factor. ga 
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Tanker Search and Rescue Maritime Patrol 


tions has exceeded their systems, it becomesa 
expectations. mapper or surveyor. 
Further roles include 
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rLockheed-Georgia 
Giving shape to imagination. For example, most peo- —— f 
ple know that Hercules is fire fighter, weather — ' 
unmatched as a cargo plane observer, and Combi, à - 
The amazing versatility or military airlifter. But configuration in which it 
ofthe Lockheed Hercules with the proper systems carries people plus — 
aircraft has been a surprise added, it converts to a equipment. 
even to its designers. search and rescue plane or At last count, Hercule 
Although they knew a maritime patrol aircraft. ^ aircraft have been built ir 
full well they had produced With the addition of 45 different versions for 
an airplane with impressive internal and external fuel more than 55 nations. . 
multi-mission credentials, ^ tanks, it can serve as an air- And the number is St 
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3 How to make your 
1earnings rocket 


sin many other aspects of its drive towards modernisa- 
A tion, China is seeking foreign partners and technology 
transfer to achieve self-sufficiency in its space pro- 
grammes and, as a means of earning foreign exchange, wants 
to make its rockets available to foreign customers to launch 
ym satellites at prices below those of alternative systems. If suc- 
ME cessful in attracting such business, it will join the big league of 
the US, the Soviet Union and France in launching other na- 
tions' satellites. 
| However, its current rockets can manage only modest 
payloads compared with those of the US shuttle or the 
French Ariane launcher. China's overseas marketing 
agency, the China Precision Machinery Import and Export 
Corp. (CPMIEC) announced in June that seven prospective 
Overseas customers had been identified, but gave no details. 
The agency also said China possessed test equipment to 
check what a spacecraft's performance in orbit would be, and 
that China's space industry was capable of designing and 
building customers' satellites to order. 
Experiments over the past few years 
have verified China's ability to launch, 
control and track large rockets using a 
main ground station at Weinan in Shanxi 
= province and two deep-sea class tracking 
“ships. Official figures issued in Peking 
| claim that the largest of the Long March 
rocket series, the CZ3, would carry a 
1,330-kg payload to a geostationary orbit. 
| Observers have described this as a modest 
_| lift capability which would at present limit 
_| payloads mainly to scientific or remote- 
L sensing satellites. 
i Another potential competitor for the 
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| US and France is Japan which, despite its 
| declared intention of concentrating on 
- | achieving self-sufficiency in space, is pur- 
- Suing research into rocket engines more 
| advanced than those used by Ariane, a fact 
| which is making the European Space 
- Agency and the French worry that Japan 
| will eventually siphon away lucrative satel- 
| lite-launching business. 
| Japanese engineers have broken away 
| from the US-basea technology with which 
| they began, based on the McDonnell 
_| Douglas Thor Delta rocket, and are de- 
E _ veloping their own high-energy system for 
the H11 launcher — plus their own inertial 
Hi poe system — to launch either about 
| 2-tonne payloads to high orbits or 7-tonne 
payloads to low orbits by the early 1990s. 
The H11 would be the equivalent of 
France's planned Ariane 5, but with a 
three-year head start. 
-~ India is the only other Asian country 
| capable of launching its own satellites and 
Ef- E to test a new rocket early this year. 
| Payloads launched so far have been small, 
experimental satellites, and there is so far 
no sign that India intends competing in the 
international satellite-launching business. 
Virtually every other nation, however, 
is at least familiar with space in the sense 
| that they use satellites for communica- 
| tions, TV broadcasts over huge areas and 
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The Ariane: facing competition. 
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. But in this area there are problems: the 
geostationary orbits required for such satellites are becoming 
crowded, and some nations have expressed fears that by the 
time they are capable of launching their own satellites there 
will not be enough room. Another problem is that of overlap- 
ping frequencies, producing garbled signals. 


There are about 140 geostationary satellites now in orbit, 


with 160 more planned. At a meeting in mid-1985 of the In- 
ternational Telecomunications Union, a UN agency, more 
than 100 countries argued for a month about how to allocate 
future launches. The row began 10 years ago when develop- 
ing nations began expressing fears about being kept out of 
space by industrialised countries, but in September, Australia 
offered a compromise which seemed to placate most nations. 

In effect, developing nations will be able to book space in 
geostationary orbits, though the details will not be worked 
out until the union's next conference in 1988. However, some 
developing countries have grave reservations about the plan, 
because the major frequencies used in the C-band will be 
awarded on a first-come, first-served basis and the technol- 
ogy needed to use higher, more readily available frequencies 
is too expensive for some of them. 

As to space travel itself, Indonesia has nominated woman 
scientist Dr Pratiwi Sudarmono to go on a US space shuttle 
mission which will launch another of Indonesia's Palapa B 
communications satellites in June this year. China and Japan 
are said to be considering invitations to send astronauts up on 
future shuttle flights. 

The uses of satellites have become so 
pervasive even in the developing world 
that many people are probably unaware of 
the influence they have had in their lives — 
for instance, communications and broad- 
casts over the whole of Indonesia, Malay- 
sia and Thailand via Indonesia's Palapa 
satellites and over the vast expanse of India 
via Insat. But their use is also now an inte- 
gral part of trade, in that the US military 
Navstar marine navigation satellites are 
used by civilian shipping companies and 
even yachtsmen to fix vessels' positions to 
within a few yards — or in the case of off- 
shore oil rigs or marine-survey vessels, to 
within a few inches. 

Modern electronics have reduced the 
size of equipment needed to receive and 
update satellite fixes to that of a shoe-box 
for about 100-yd accuracy. Unfortunately, 
the time between successive fixes from 
Navstar varies from a few minutes to several 
hours depending on the pattern of satellite 
passes, so the system has not been of practi- 
cal use in aviation. 

However, with the expected advent of an- 
other US military system in the late 1980s, 
the Global Positioning System, a geostation- 
ary series of satellites, is expected to give 
virtually constant position updates on re- 
quest — the only problem will be allocating 
codes to each user and limiting the length of 
each signal to avoid mistaken identities or 
users being unable to lock on to satellites. 

Given that these problems can be solv- 
ed, the system seems to offer a precise, fre- 
quent means of upon present position 
to aircraft as a means of checking inertial 
navigation systems in areas such as the 
Pacific where there are few ground-based 
radio aids. It seems only a short step from 
that stage to setting up a system in which 
the position reports are relayed not only to 
aircraft but to air traffic control centres, 
thus helping to prevent navigation errors 
leading to disasters. g 
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In an uncertain world, British Aerospace's Harrier offers 
a special reassurance. 

Where conventional runways are under threat, V/STOL 
capability keeps the Harrier safe. 

Where the tactical response must mix force with 
flexibility, the Harrier's punch is lethal. 

Where surprise and stealth hold the key to survival, the 
Harrier can make any landscape its hiding place. 

The Harrier is not alone: it's one of a family of military 
aircraft which, together with civil aircraft, spacecraft and 
guided weapons systems, form part of a range of aerospace 
products unmatched by any other company in the world. 

Giving British Aerospace the skills and experience to 
meet the demands of tomorrow. 

The same quality that's already earned the Harrier a 
place in history. 
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The all new A320 turns 
technology into profitability. 


The remarkable flight deck of the 
A320 sets new standards in efficiency. 
Designed to provide the ideal working 
environment and increased economy, 
fully digital avionics and interactive 
CRT displays keep the pilot in touch 
with every aspect of the aircraft's 


performance. Airbus makes technology 
make money. 


© Airbus Industrie 
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DEREGULATION/JAPAN 


An overdue end 
in sight to the: 
monopoly game 


he decontrol of Japan's aviation industry, seemingly 

moving at snail’s pace. as recently as a year ago, has 

been considerably speeded up in the past few months, 
in part because of pressures applied by the US. The most 
visible sign of change so far has been the cancellation by the 
Ministry of Transport (MoT) of a series of cabinet resolu- 
tions and ministerial directives dating back to the early 1970s 
under which Japan Air Lines (JAL) was guaranteed a mono- 
poly of international routes, while a clear distinction was 
maintained between the types of domestic services operated 
by JAL and two other airlines, All Nippon Airways (ANA) 
and Toa Domestic Airways. 

Exactly what will replace the old “Aviation Constitution" 

as the MoT regulations were popularly known) is still not 
clear, pending the final report of a blue-ribbon advisory com- 
mittee to the MoT which is considering all aspects of aviation 
policy. What is known for certain is that ANA will start inter- 
national flights (to Guam) by the early spring, thus effec- 
tively breaking the long-standing JAL monopoly on sche- 
duled overseas services. A much more important breach in 
the entrenched position of JAL as an overseas carrier would 
be the start of trans-Pacific flights by ANA. This also seems 
likely during the first half ofthe year, though the MoT has yet 
to give its final approval to an ANA application for a five- 
times-a-week Tokyo-Los Angeles service. 

Moves to end JAL’s long-standing monopoly on overseas 
routes — as well as to allow increased competition on domes- 
tic air routes — reflect the realisation that Japan has been fall- 
ing increasingly out of step with other advanced countries in 
its civil-aviation policies. Apart from the need to match pro- 
gress elsewhere, however, some more specific factors seem 
to have helped to twist the arms of the conservative MoT 
bureaucrats. In a series of bilateral negotiations on trans- 
Pacific air services with the US last spring, Japan found itself 
under intense pressure to agree to an increase in the number 
of airlines of both countries flying the Pacific, as well as to an 
crease in flight frequencies — something that inevitably 

eant the destruction of the JAL monopoly. 

Japan had resisted similar pressures before but may have 
been more than usually anxious to placate the US during the 
1985 round of talks in order to offset US demands for protec- 
tionist action against Japanese exports. Also counting in 
favour of the US case was Japan's own anxiety to get agree- 
ment on the start of Pacific flights by a newly established all- 
freight airline, Nippon Cargo Airways, in which ANA (but 
not JAL) is a shareholder. 

The impending opening of Pacific routes to competition 
— possibly among three Japanese airlines (if Toa is allowed 
to follow ANA into the international market) — has been 
greeted inside Japan as a welcome step towards the establish- 
ment of a rational aviation policy that promises to benefit 
passengers at least as much as airlines. Seen from another 
angle however, the liberalisation of pacific flights appears to 
involve certain dangers. One possibility widely noted by ob- 
servers is that the stage may have been set for a battle royal 
between JAL and ANA over both domestic and interna- 
tional aviation rights, from which both companies risk losing 
more than they can ultimately hope to benefit. 

Although ANA professes to be “highly satisfied" with its 
impending entry to the Pacific market, the airline makes no 
secret of the fact that it wants to muscle in on other Asian 





FAR EASTERN ECONOMIC REVIEW e 16 JANUARY 1986 














JAL jumbos: international competition in store. NP TE 








-markets as well — preferably the highly profitable China 


route where JAL and Chinese flag-carrier CA AC at present 
enjoy a joint monopoly of flights to and from Japan. Europe 
is another lucrative market which ANA executives view with 
interest, though they admit that the time to tackle this may be 
after ANA has built up a secure base in its own region. 

JAL executives are adamant that the European door will 
remain closed to ANA — at least as long as they have any sur- 
viving influence with the MoT. They also claim to be scepti- 
cal about ANA’s ability to bend the minds of stubborn 
Chinese aviation negotiators who have repeatedly turned 
down demands from other countries for dual aceess to 
Chinese airports. However, there are two developments 
which might provide ANA with the chance to get a foot in the 
door of markets outside the Pacific region, whether JAL 
likes it or not. 


regionally based companies could mean that flights to Ja- 

pan from Peking and Shanghai will in future be made by 
two different airlines — in which case Japan might reasona- 
bly ask for parity. In the case of Europe, ANA sees some 
hope for itself from recent developments in Britain; British 
Caledonian is about to apply for rights to start a non-stop ser- 
vice between London and Tokyo, in the hope of rivalling the 
non-stop service which JAL itself will introduce from April 
onwards. If the British ask for access to Tokyo for a third Bri- 
tish airline (in addition to British Airways and Cathay 
Pacific), it might be only reasonable for a second Japanese 
company to start flying to Europe, ANA argues. 

The arguments developing between JAL and ANA over 
international air routes would probably be hard enough to 
settle even if there were agreement over the basic principles 
of internationalisation. But differences over principle seem 
at least as acute as arguments over who should flv where at 
what frequencies. According to Shunichi Souma, an ANA 


n China's case, the impending split of CA AC into several 
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| me for eliminating the “unfair advantages" 
that JAL currently enjoys on overseas 
. routes would have to include measures for 
- cutting the airline down to size, either by 
- depriving it of some existing routes or by 
_ freezing its business at current levels until 
: ANA has a chance to catch up. 

— JAL officials, who disagree strongly 
— with the principle of route confiscation, 
| claim that ANA has adopted an altogether 
+ too alarmist view of its rival's strength and 
| of its own lack of ability to compete in over- 
seas markets. ANA's annual sales of ¥450 
— billion (US$2.25 billion) may be equivalent 
. to no more than 60% of JAL's turnover, 
|. JAL spokesmen concede. But ANA has 
| grown much faster than JAL in recent 
- years on the strength of the Japanese home 
| market alone and is already the larger air- 
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XA hen NHK, the Japanese national 
broadcasting network, relayed 
the news of Susumu Yamaji's appoint- 
ent as president of Japan Air Lines 
AL) in a news bulletin on the evening 
. of 27 October last year, airline execu- 
. tives were as surprised as anyone else. 
. After the tragedy of 15 August, 
when a JAL 747 crashed onto a moun- 
tainside in Gumma prefecture causing 
the worst disaster in aviation history, it 
- had been assumed that the airline's in- 
cumbent president, Yasumoto Takagi, 
would Da and be succeeded by vice- 
eet aoshi Machida, a former 
inistry of Transport (MoT) official 
ho had joined the company in 1979. _ 
. The decision to pass over Machida 
and give the top job to a man who had 
rrived at JAL as recently as last May is. 
id to have been made at the highest 
evel of the Japanese Government, 
and was leaked to NHK even before a 
abinet meeting scheduled for 29 Oc- 
ober had formally sanctioned the ap- - 


—. JAL-watchers claim to see a parallel 
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— line of the two in terms of number of passengers carried. 
| Even if this were not so, JAL says it would be against the 
| principles of fair competition to take away from JAL routes 
| that the company has spent time and money developing. 

|» Lobbying and counter-lobbying between JAL and ANA 
has not been confined to questions of how and when to 
| liberalise international routes, though for the time being this 
subject has tended to dominate the headlines. Within Japan, 
_ JAL spokesmen claim that there is now an urgent need to dis- 
| mantle old distinctions between trunk routes (on which JAL 
| and ANA compete strongly for traffic) and local routes, 
| where ANA and Toa hold a privileged position. 

| . JAL points out that there are now supposedly three local 
| routes in Japan where traffic totals more than a million pas- 
| sengers per day — as well as 23 out of a total of 50 heavily 
| used routes on which ANA holds a monopoly. ANA’s ans- 


railway system. 


tween Yamaji's surprise selection as - 
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ANA: rapid domestic growth. 


The thoughts of JAL's 
fast-moving outsider 


the new JAL boss and the way in which 


Prime Minister Yasuhiro Nakasone 


personally intervened in June to sack a 
president of Japan National Railways, 
who had eod dir with the govern- 
ment's plans for privatising the state 


The fact that JAL's new president is 
very much a *Nakasone man" does not 
seem fo have damaged his standing 
inside the company. In the view of 
JAL executives to whom the REVIEW 
spoke shortly after the appointment 
was announced, Yamaji could turn out 
to be just the man to tackle the 
tricky task of restoring morale inside 
JAL and repairing the damage done to 
the company's image by the August 
crash. 

Machida, by contrast, was seen 
within the company as lacking in 
leadership ability and — even more 
seriously — as not possessing a *sense 
of decorum" (something that was felt 
to be much needed in the wake of the 
August crash). 

ike Machida, Yamaji is basically 
an MoT bureaucrat (he was in charge of 
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wer to this is that serving smaller local routes is not the 
privilege JAL appears to imagine. As many as 70% of the 
local routes ANA flies are loss makers, the airline claims, 
with profits coming mainly or exclusively from the handful of 
busy routes on which JAL is training its guns. Admission of 
JAL to local routes that have been successully built up t 
ANA advertising and promotion would be unfair if it le.. 
ANA and Toa with the social obligation to continue servicing 
remoter communities. 


to be allowed access to some of the juicier local routes 
is that domestic Japanese airports are up against seri- 
ous capacity problems. Overcrowding at Haneda (the 
domestic airport for Tokyo) and at the main Osaka airport 
means that there is no scope for stepping up flights from 


Av: reason cited by ANA for resisting JAL’s claims 


international aviation negotiations in 
the late 1970s). But his experience also 
includes a spell as a diplomat in the 
1960s and a high-level posting in the 
Administrative Coordination Agency, 
where he was concerned during 1983 
and 1984 with plans for the privatisa- 
tion of public corporations (including 
JAL). . 

In an interview with the REVIEW 
shortly before taking over as pres 
dent on 17 December, Yamaji mad 
the following points about JAL’s cur- 
rent problems and about the impend- 
ing deregulation of the aviation in- 


» Privatisation: JAL needed govern- 
ment support in the 1950s and 1960s 
when it was still struggling to establish 
itself as an international airline but 
more recently its vitality has been sap- 
ped by too much government interven- 
tion. “If the government is your largest 
shareholder you get into the habit of 
consulting the ministry about every- 
thing and this leads to loss of manage- 
ment initiative." — 


"he sense that the government will 
come to the rescue if things go 
wrong has also been bad for morale. 
. Combined with JAL's monopoly posi- 
tion as the sole Japanese airline to fly 
international routes, it explains why 
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dearly like to serve. 

Capacity problems at Haneda may be eased in a year or 
two when a new runawy built on land reclaimed from Tokyo 
Bay comes into operation. The problems at Osaka, however. 
will remain unsolved until a new international airport is com- 
pleted in 1993. To all intents and purposes, this means that 


efforts to open up civil aviaition in southern and western 


1e Japan Sea) which JAL would 


Japan to freer competition may remain on ice until early in - 


the next decade. 

The battle between JAL and ANA for a better deal under 
Japan’s new aviation policy might seem to be taking place on 
uneven ground given that JAL is a public corporation di- 
rectly controlled by the MoT and the Finance Ministry while 
ANA is a private company beholden only to its own share- 
holders. In fact, JAL spokesman say that this situation has 
worked against their company rather in favour of it. Partly 
because of sympathy for ANA’s alleged disadvantages, and 
partly because the airline took the trouble to recruit into the 
ranks of its top management a far larger number of retired 
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Dragonair arrives - 
after a sometimes 
stormy passage — 


Hv second airline officially arrived - just 





before the close of 1985. On 23 December, the 

territory's Air Transport Licensing Authority ruled, 
as widely expected, that Dragonair could operate eight 
routes to China. Its applications for routes to Peking 
and Shanghai, which are to be served by Hongkong s Cath ay 
Pacific Airways, were rejected. However, a large hurdle re- — 
mains for Dragonair: there currently are no traffic rights for 





MoT bureacrats than have joined JAL, ANA seems to have 

enjoyed an the edge over JAL in most recent cases where the 
two companies have had to fight for bureaucratic favours. 

This has seems to have been particularly true of the 

negotiations in 1983 and 1984 that ended in the establishment 

. — with the government's blessing — of the new ANA-spon- 


sored international freight airline. 


The consciousness that its status has not helped, and may 
even have hindered, JAL’s efforts to state its case to the au- 
thorities may explain why most JAL executives now en- 
thusiastically support proposals to privatise the airline. But 
there is no illusion that going private will in itself solve all the 
company's problems. At both JAL and ANA the next few 
years are viewed as a test of survival — no matter how re- 
warding they may prove for airline passengers. Oo 





- | Yamaji: surprise choice. 


management has gradually lost “cost 
consciousness." | 

» Labour problems: In JAL (as in 
_ Japan National Railways) there is a 
lack of trust between management and 
workers. This derives partly from “un- 
fortunate incidents" in the company's 
. history, but also from the fact that JAL 


- force to 20,0 





faces a permanent scarcity of crew 
members. 

The former president of Kanebo, 
Junji Ito, whose appointment as vice- 
chairman of JAL coincided with 
Yamaji's x, prie as president, 
“may solve these problems." However 
Ito's appointment, like Yamaji's, was 
the result of a personal decision by 
Nakasone so “no one except the prime 
minister knows exactly what he will 
do." 

» Overstaffing: The previous man- 
agement's target of reducing the labour 
people (from around 
20,500 today) may not be appropriate 
and certainly needs to be re-examined. 
More important than cutting numbers 
is to make every employee aware of the 
need to lower costs. 

» The August crash: If the crash had 
occurred in the US the company could 
have argued that the responsibility lay 
with the aircraft manufacturer. “Since 
it happened in Japan we have to 
apologise and accept responsibility but 
that does not mean letting Boeing off 
the hook." What JAL says in its discus- 
sions with Boeing “may have to differ 
from what we say to the general pub- 
lic." 

» Safety standards at JAL: Mieres 
that the flight crew of the ill-fated 74 
could have done would have prevented 





the eight Chinese cities under an air-services agreement be- 
tween the Chinese and British governments. M 

Public hearings of Dragonair's applications had concluded 
on 9 December after much drama, stormy debate and occa 
sional barbed wit, plus the almost certainly permanent de 
parture of one of the applicants. The whole affair was botl 
educational and entertaining — but may well have been no- 
thing more than a skilful use of Hongkong's Air Transport 
Licensing Authority (ATLA) as a very effective corporate 
public-relations vehicle at public expense. A 

The applicants at the outset were Dragonair, which at pre 
sent is operating various charter flights but was set up with | 
the intention of becoming a scheduled airline, and Caledon- 
ian Far East Airways (CFEA), a wholly owned Hongkong 
subsidiary of British Caledonian Airways (BCal) performing - 
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the August crash. On the other hand, 
the airline has ser ee: many un- - 
lucky accidents" in the recent IA 
“We must review how these aA er 5 
occurred. In the meantime, I am order- - 
ing a revision of safety manuals." — 
» The abolition of JAL's monopoly . 
on international routes: Aviation. 

the only industry in Japan in which 
companies do not have to compete in AE 
the internatiomal market. That seems _ 
to make liberalisation a logical choice, — 
but there are still doubts about how it — 
will work in practice. AE 


All Nippon Airways (ANA — the j 
exclusively domestic airline which wi EL 
start flying Pacific routes from April 
onwards) will almost certainly lose ~ 
money for some time to come. “Basi- - 
cally we feel that liberalisation only m 
er share - 
for Japan of international air traffic.” 
> Liberalisation of domestic routes: - 
JAL is only allowed to fly “trunk 


, 


routes" within Japan (while ANA 


and Toa Domestic Airways fly both — 
local and trunk routes). Up to now — 
this has been reasonable in pisc 
but the definition of a “trunk route" — 
has been outdated by changes in the © 
market. Trunk routes should be desig- — 
nated with reference to traffic volume  — 
rather than just by “looking at the — 
map." p 


vx. 





Pao: not at the proceedings. - 


ground-handling services at Hongkong's Kaitak airport; it 
soon made a bad-tempered exit from the hearings. Both ap- 
plicants had filed objections to each other's plans. Objec- 
tions had also been filed by Cathay against two of 
Dragonair's proposed 10 routes to China and against all of 
CFEA’s applications for six routes to China and 17 elsewhere 
in Asia. 

Applications to the ATLA are usually the second stage of 
the official procedures a Hongkong-based airline must follow 
to obtain an international route. First comes the Air 
Operator’s Certificate, issued by the Civil Aviation Depart- 
ment when it is satisfied with the airline’s technical compe- 
tence — a stage reached by Dragonair earlier this year but 
which had not been reached by CFEA, though given the 
backing of BCal this was unlikely to have been a problem. In 
effect, Dragonair had to prove itself by obtaining its present 
single Boeing 737 and undergoing thorough scrutiny while 
CFEA felt able to avoid this through the proven ability of its 
British parent. 

Then come the ATLA hearings which are aimed at estab- 
lishing whether the proposed services are in the Hongkong 
public's interest, particularly with regard to avoiding un- 
economic overlapping — the mutual harm which would be 
done by licensing too many airlines on the same routes with- 
out sufficient traffic to support their operations. Should 
ATLA be satisfied that there is sufficient demand for new 
services, it issues a licence for each route. 

The third stage involves the Civil Aviation Department 
and the government's Economic Services Branch recom- 
mending to the British Foreign and Commonwealth Office 
that the applicant(s) be designated British carriers on the 
route(s) — both this and the fourth stage are intended to be 
largely in Hongkong's own domain after the transfer of 
sovereignty from Britain to China in 1997. Finally, the Bri- 
tish Government seeks the approval of the foreign govern- 
ment concerned. 

In this case, uneconomic overlapping was only one 
of several issues argued by Cathay, which said that if 
given the extra services it desires to Peking and Shanghai 
it would absorb any predicted increase in demand. But 
most of the Cathay objections centred on China's present 
stranglehold on air traffic rights between Hongkong and 
China, an issue which does not.normally fall within the 
ATLA’s ambit. But then, there was much that was unusual 
about these hearings, which in Hongkong are conducted by a 
panel of laymen from the legal, accounting and business 
worlds who normally have no connection with aviation or 
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related businesses, led by a government-appointed judge. 

The surprises began at the outset of the hearings, after the 
media were allowed to photograph the participants. Among 
those present was the new chairman of Dragonair, shipping 
magnate Sir Yue-kong Pao, who is also a director of Cathay 
— but he left after the photo session and was not present for 
any of the procéedings, a point which subsequently was made 
much of by Cathay chairman Michael Miles, who stayed 
throughout. 

Next surprise came from CFEA counsel Leonard Beb- 
chick, well remembered for his feisty style representing BCal 
in ATLA hearings about the Hongkong-London route in 
1979. Bebchick announced CFEA's intention of withdraw- 
ing, which it transpired he had discussed with ATLA chair- 
man Justice Ross Penlington in chambers two days before 
but which came as news to other participants. Bebchick said 
the withdrawal was conditional on him being allowed to read 
an explanatory statement into the record, but his statement 
was interrupted by Dragonair counsel Bruce Coles who pre- 
vailed against Bebchick's bellowed “Sit down" to object that 
the statement apparently took for granted issues which were 
to be discussed at the hearings. 

Bebchick then promised that CFEA would continue with 
its applications and objections. After a recess to read the full 
statement privately, Coles and Cathay counsel Richard Stir- 
land told Penlington they had no objection to it — but Pen- 
lington then said the ATLA panel objected to it, so it would 
not be read into the record. Bebchick, CFEA chairman Alas- 
tair Pugh and the rest of their contingent then left the hear- 
ings never to return, and issued the statement at a press con- 
ference. However, surprisingly a Cathay response was al- 
lowed to be read into the record — saying that CFEA's with- 
drawal proved its plans had been unrealistic — thus rebutting 
a statement which officially had not been made. 


FEA’s stormy style of departure was never explained, 

though later in the day it confirmed its exit in a letter to 

ATLA. Its statement said the lack of rights to China as 
confirmed by the latest round of Sino-British aviation talks in 
November, the Hongkong Government's statement the 
same month that it would normally designate only one Hong- 
kong airline per route and Cathay's declaration of intent to 
reopen two routes sought by CFEA had all combined to 
make the situation hopeless. Pugh later told the REVIEW that 
all CFEA could have expected in the circumstances was 
enough work for two 737s in the foreseeable future, and thus 
CFEA’s airline plans were now dead. 

The rest of the hearings were thus simplified to a straight 
fight between 
Dragonair and 
Cathay, ostensi- 
bly concerned 
only with Cathay’s 
objections to 
Dragonairs ap- 
plications to fly 
from Hongkong 
to Peking and 
Shanghai, for 
both of which 
Cathay has traffic 
rights. In fact, the 
sessions were 
used by Cathay to 
state its corpo- 
rate concern for 
the future in re- 
gard to China, as 
well as to counter 
various public- 
relations claims 
previously made 
by Dragonair. 
Virtually none of 
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the Cathay arguments seemed relevant in the context of the 
ATLA's ambit, but presumably they were aimed at the 
higher levels of government in Hongkong, London and Pe- 
king as well as at creating a supportive mood among the 
Hongkong public. 

Yet another surprise came on the second day when panel 
member Edmond Lau, managing director of Hongkong and 
Yaumati Ferry Co., which has among its operations sea-ferry 
routes to Canton, challenged Dragonair general manager 
Stephen Miller's contention that there would be more busi- 
ness traffic by air to Canton if more flights were available. 
Lau said that in his experience present air services wére not 
full, and the greater expense of air travel meant that busi- 
nessmen preferred surface transport. He also claimed that 
travel agents virtually had to force people to fly to Canton — 
remarks which prompted Coles to ask him to step down from 
the panel because it was not possible to cross-examine him or 
to make him substantiate his claims, and because of the po- 
tential for a conflict of interest. 

Coles apparently had not been made aware of Lau's posi- 
tion. However, the panel rejected the request and Lau re- 
mained until the next day when Dragonair stated that if it was 
not granted licences for the high yield routes to Peking and 
Shanghai, it might well have to forgo Canton because that 
route would bring only marginal yields or even losses. It 


needed the two major routes to support the Canton opera-. 


tion as part of its proposed 
package of services. 

This brought an explosion 
from Lau, who said it put him in 
an impossible' situation because 
if he voted against routes to Pe- 
king and Shanghai and Dragon- 
air then dropped Canton, it 
might be thought that he had 
manipulated the ATLA in his 
company's interests. Later that 
day, after a discussion among 
the panel, he resigned from the 
hearings — a situation which 
could surely have been avoided 
had more thought been given to 
the choice of panel members. 

Another surprise was that 
some of the panel members' 
questions indicated that they 
had either not read or had mis- 
understood various parts of the 
airlines’ presentations given 
to them before the hearings 
began. But perhaps the biggest 
surprise was that Cathay offered no challenge to Dragonair’s 
technical abilities or its market projections, and in these 
areas merely carped about the choice of the 737 as being al- 
legedly unsuitable in competition with Cathay’s and China’s 
wide-bodied aircraft. 

Dragonair consultant Dr Kenneth Holden told the panel 
that in a study conducted of scheduled air services to China 
using September's flights, he had found that 79% of China 
visits were made via Asian gateways — Tokyo, Hongkong, 
Singapore and others. One-way seats offered from Hong- 
kong totalled about 17,500 a week, about the same as from 
Tokyo at 3576 of total China-bound airline capacity. Of six 
destinations served from Hongkong (including only Peking 
and Shanghai by Cathay), Dragonair wanted four: Peking, 
Shanghai, Canton and Hangzhou. It wanted six more not 
served from Hongkong at present: Xian, Xiamen, Guilin, 
Nanjing, Haikou and Zhanziang. 

This network, at the requested frequencies, would give 
Dragonair 13 million seat-miles a week, compared with 
Cathay's total network as at September of 402 million seat- 
miles. With Peking and Shanghai in the network and assum- 
ing an instant start-up, Dragonair expected to make a loss of 
US$1.64 million in 1986, a profit of US$1.69 million in 1987 
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and of US$6.6 million in 1988. Without Peking and Shanghai 
the figures dropped to a loss of US$2.55 million in 1986, a 
profit of US$349,000 in 1987 and of US$3.9 million in 1988 — 
a third-year “mature operation" figure described by Cathay : 
as a healthy return on Dragonair's paid-up capital of HK$ 
million (US$25.6 million) at about 1595. 

Dragonair also produced two travel agents — one de- 
scribed by Cathay as a “friendly witness" in that he did a lot of 
Cathay business — who gave evidence about the difficulty of © 
making bookings on CAAC flights because of the Chinese 
airline's shambolic reservations system and the heavy but un- 
satisfied demand for seats. | 


athay representatives were adamant that the reason 

for unsatisfied demand on Hongkong-China routes - 

was that China is unwilling to concede rights to Hong- ` 

kong airlines. Stirland said China was determined there | 

would be no equality of access or capacity between CA AC - 

and Hongkong carriers, and that as 1997 approaches British ~ 

leverage would diminish. The appearance of regional airlines 

ostensibly outside the CAAC umbrella in China would not 

change the regulatory stranglehold exerted by Peking. China 

would not allow Hongkong airlines to carry more than a cer 
tain percentage of traffic carried by CAAC. 

The heart of Cathay's case was that, given the lack of extra 

traffic rights, plus the stated Hongkong policy of single desig- 
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Dragonair 737: Cathay carped about it. 





nation, the ATLA should not issue route licences “in a 
vacuum.” To do so, said Stirland and Miles, ran the risk of 
Dragonair’s board — which apart from Pao also includes the 
powerful presence of Sir Sze-yuen Chung — using what Mil- 
ler himself called its “influence” to push Hongkong, London 
and Peking into granting the new airline routes to Peking and 
Shanghai by displacing Cathay. Hence, allowing two Hong- 
kong airlines to fly the same route would allow China to “di- 
vide and rule,” creating a precedent which could be applied - 
by governments in other parts of Asia, given time, and so the 
present objections were aimed at stopping what Miles called 
the "thin end of the wedge." 

Miles told the panel that if Dragonair received licences for 
either Peking or Shanghai, it would be a matter of “material 
concern" to Cathay's shareholders — Swire Pacific (7096) 
and the Hongkong and Shanghai Bank (3075) — because it 
could set a precedent which would be extremely costly for 
Cathay. He said China was unlikely to allow Hongkong car- 
riers more routes because "China's need for foreign currency 
is bordering on the desperate," and that the loss of potential 
foreign exchange to outside airlines would be against what 
China sees as its best interests. 

Further, he said: “At such a risky political time it may not 
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Cathay jumbo: ‘enormous downside’ relative to Dragonair. 


be in Hongkong’s wider interests to have two powerful lob- 
bies seeking to bring pressure to bear on an overstretched 
Hongkong Government.” And later: “If we don’t have some 
sense of security on the routes we fly then the good work of 
the [Sino-British] joint declaration could be undermined. 
Cathay’s downside is enormous and Dragonair’s is relatively 
tiny... .” He also said that if the Peking and Shanghai routes 
were unencumbered by CAAC’s regulatory grip then that 
would be the end of Cathay’s argument against Dragonair. 

Cathay managing director Peter Sutch spoke to the panel 
along similar lines, adding that air-services negotiations with 
China were “largely a matter of dictation by the other side.” 
He also repeated what other Cathay witnesses had said to the 
effect that Cathay would be happy to see Dragonair flying to 
China’s secondary destinations. 

Implicit but unstated in the Cathay presentations was that 
what was good or bad for Cathay would also be good or bad 
for Hongkong, something which initially smacked of arro- 
gance but which might in reality have a point. Given the 
12,917 jobs in Cathay and associated aviation-related com- 
B in the Swire Group in Hong- 
‘ong (of which almost 7,000 belong 
to Cathay itself), and annual wage 
commitments stated by Miles to 
HK$1.9 billion for the Swire Group 
and HK$1.3 billion for Cathay 
alone, anything which was to shake 
investor confidence in Cathay would 
have far-reaching consequences for 
Hongkong. 

Also implicit, but perhaps not 
asked directly because Cathay 
thought it so obvious as to be unnecessary, was a simple ques- 
tion: given that Cathay had to wait four years since the 
ATLA granted it licences for scheduled services to Peking 
and Shanghai before China gave its consent, and given 
Cathay's long and repeated efforts via the Hongkong and 
British governments to gain that consent plus its continuing 
efforts to increase its services, why would Dragonair expect 
to be able to jump the queue to get ahead of Cathay? 

The only obvious answer was contained in Dragonair's re- 
ferences to the influence of its “strong board" and “contacts” 
in Hongkong, London and Peking. The only obvious alterna- 
tive answer is in effect an extension of this, namely that the 
China-related financial stake in Dragonair, either direct or 
through *nominee" friends, could be sufficient to give any 
supporters at State Council level enough clout to force 
CAAC to concede routes in keeping with Dragonair's stated 
wish not to affect Cathay's position. It is not clear from the 
list of shareholders how large this stake might be. 

Hence it would appear that Cathay was not overreacting 
in the way that Dragonair's counsel several times attempted 
to show, making a great play of the relative sizes of the two 
operations. Indeed, it would seem that Cathay has every 
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right to be worried about Dragonair gaining access to its 
routes in the present tight environment. 

In the nervous environment generated in Hongkong by 
various heavy-handed statements from China, it is possible 
to surmise that the presence of Financial Secretary Sir John 
Bremridge at the hearings during much of Miles’ appearance 
as a witness was no coincidence; and further, that the ATLA 
hearings were used as a platform by Cathay with the Hong- 
kong Government's full knowledge and consent to broadcast 
a clear message both to London and, especially, to Peking. 
But this, of course, is only hypothesis. 


hat is certain is that Cathay took its final decision to 
float off “up to 25%” of its shares partly as a result of 
its disappointment over the Sino-British aviation 
talks. Very much a part of its logic, apart from wanting to dis- 
tance itself from its *British-owned" image (Swire Pacific is 
27% owned by John Swire and Sons in London, the largest 
single shareholder), is the desire to create a Hongkong con- 
stituency of shareholders who will support Cathay in its 
moves to improve its position in the 
China market. 

Given earnings of around HK$1 
billion in 1984 and slightly less ex- 
pected for 1985, and guessing at a 
price/earnings ratio of 10, this would 
give a nominal valuation for the air- 
line of HK$10 billion. Hongkong's 
stock-exchange authorities are ex- 
pected to exercise their discretion 
ary powers to limit the size of tht 
float to less than 20%, because oi 
the amount of money involved, but this would still put 
around HK$2 billion worth of Cathay into public hands, 
though how much will be reserved for staff and how large will 
be the lots permitted per individual purchaser have yet to be 
announced. 

Unfortunately for Dragonair or any other start-up airline 
candidate in Hongkong, worries about China are certain to 
affect any aspirations for flights there. The trading off by Bri- 
tain in 1979 of access to Hongkong for CA AC in the interests 
of Britain's relations with China was the original colossal 
blunder which has led to the present imbalance of Hong- 
kong-China scheduled flights of 55-4 a week in CAAC's 
favour — soon to shift grudgingly to 57-6. 

The lack of willingness of Peking to close this imbalance, 
if it continues as Cathay fears, will inevitably make Cathay 
even more protective of its situation — free enterprise, com- 
petition and liberalisation of access and frequencies do not 
apply on the China routes at present. In this context it is easy 
to understand any possible misuse of the ATLA hearings as a 
public platform — from Cathay's point of view it was essen- 
tial to get its message across in the most full and direct way 
possible. oO 
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Asia is home to more than half of mankind. Every day, 
events are happening here that not only shape the re- 
gion's future but affect the entire world. The Asia 1986 
Yearbook does more than cover these events — it com- 
piles, analyses and interprets them. No businessman 
can afford to ignore them. Nor can any professional or 
scholar or anyone who has dealings with Asia. Decide 
for yourself whether any other single medium puts the 
economic, social and political realities of Asia at yóur 
fingertips as does the Asia Yearbook. 


Now In its 27th Edition 

The Asia 1986 Yearbook, now in its 27th year, is bigger 
and more comprehensive than ever before. Matching 
the rapid pace of Asian development, it goes into great- 
er detail, with greater insight — a book which everyone 
who needs to know about Asia must have on the book- 
shelf. 


Features 

The Asia 1986 Yearbook includes two new chapters — 
covering a historic year in South Asia, and analysing US 
involvement in Asia — but you will find familiar chapters 
and features as well: a portrait of The Region, The 
Power Game, Population & Food, Development Banks, 
Asian Finance, Asian Investment, Commodities, 
Energy, Aviation, Shipping, Fishing, Trade & Aid, the 
- Pacific, Asian & Pacific Organisations, and a round-up 
of the year's news stories. 


As in the past, the Asia 1986 Yearbook has an abun- 
dance of charts, tables and graphics to illustrate the 
material, including a full military profile of each regional 
country. 


The main body of the book contains chapters on 31 
countries, ranging from Afghanistan to Japan, from 
China to New Zealand. 


Country-by-Country Analysis 

Each country is discussed with up-to-date reviews of its 
Politics and Social Affairs, Foreign Relations, Economy 
and Infrastructure, complete with a map and lists of 
leading public officials. The Asia 1986 Yearbook gives 
you localised, first-hand information on everything from 
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We give y ou Asia, 
minus the mystery, 
== minus the myth: 

— Asia 1986 Yearbook - 















country chapter has a Databox giving essential 
statistics. And there is also a statistical round-up cor 
piled against a master questionnaire provided by Year 
book experts. 


How We Did it . 
Published by the Far Eastern Economic Review, the 
Asia 1986 Yearbook is the result of thousands of man- 

hours of work during the year. Every week, the Reviews 
correspondents file on-the-spot reports from every y ) 
major Asian capital and every area of interest through- — 
out the region. This leading team of writers, analysts, - 
experts and research staff contribute (as they have reg- 
ularly for 27 years) to keep the Asia 1986 Yearbook on 
top of events. To give you Asia minus the mystery, - | 
minus the myth. To give you Asia as only the Far East- 
ern Economic Review can. c 


Soft Cover: HK$170/US$23.95/£20/8$49.50/M$56.50 
Hard Cover: HK$200/US$27.95/£23.75/8$58.50/M$67 
For airmail delivery, please add: 
HK$55/US$7/£5/S$15/M$17.50 per copy. 


a ie ee EE : 


To: Publications Division, 
Far Eastern Economic Review, 
G.P.O. Box 160, 
Hongkong 
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Please rush me copy/copies of the Asia 1986 Yearbook as 
indicated. | enclose a cheque/postal order for —— 
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Asia 1986 Yearbook (Soft Cover) 

Price: HK$170/US$23.95/£20/8$49.50/M $56.50 each 
No. of copies O by surface © by airmail* 
Asia 1986 Yearbook (Hard Cover) 

Price: HK$200/US$27.95/£23.75/8$58.50/M$67 each 
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*For airmail delivery, please add: 
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AIRLINE INVESTMENT 
Attractive birds of 
a political feather 





series of airlines to the world's stockmarkets, offering 

their shares for public sale. First in the queue was Singa- 
pore Airlines (SIA), which began foreshadowing early in 
1985 its eventual intention of selling off part of the Singapore 
Government's 77% shareholding (employees held the bal- 
ance). It was overtaken in October by neighbouring Malay- 
sian Airline System (MAS), which announced its own M$105 
million (US$43.1 million) share offer. 

In November, Hongkong's Swire Pacific group an- 
nounced plans for the public flotation of its airline subsidiary, 
Cathay Pacific Airways. Britain, meanwhile, continues to 
groom state-owned British Airways (BA) for privatisation, 
while the Japanese stockmarket periodically dances to 
rumours of further placements of government shares in the 
publicly quoted but 35% state-owned Japan Air Lines. 

Each of these flotations has a political colouring. The Bri- 
tish, Japanese and Malaysian governments are pursuing the 
privatisation of a range of state-owned companies, not only 
their respective airlines; MAS is Malaysia's first major public- 
asset sale, but BA will follow other British stock offerings in- 
cluding British Petroleum and British Telecom. The SIA 
float is intended in part to answer sceptics who claim the air- 
line to be government-subsidised; while the Cathay float is 
regarded locally as a strategic move to strengthen the com- 
pany's Hongkong roots, the better to help it compete with 
the rivals which are already beginning to flex their muscles 
ahead of China's takeover of Hongkong in 1997. 

Investors, whose access to airline stocks has hitherto been 


T: best year for profits since 1979 has helped bring a 


SIA: a great way to invest 





The Singapore Government offered 100 
million shares in SIA at S$5 (US$2.4) each 
in November. Although the issue was 2.5 
times oversubscribed, sentiment in the 
stockmarket as a whole was undermined 
by the three-day closure of the Singapore 
and Malaysian stockmarkets on 2-4 December. When trad- 
ing in SIA shares began on 18 December, they moved quickly 
to a 10% discount. 

The 100 million shares represent 16% of SIA's issued 
share capital. Another 21% is held by SIA employees, and 
6376 by the state-owned Temasek Holdings. Some 4095 of 
the public issue was placed in the US, Britain and Japan: the 
shares were offered overseas on the basis that they would not 
be sold for at least 120 days, and that US investors should not 
buy shares in the Singapore market for 120 days after dealing 
opened. 

SIA forecast a $$292 million profit for the year to 31 
March 1986, equivalent to 45 S cents earnings per share, and 
placing its shares on a multiple of 11.1 times prospective 
earnings at their S$5 issue price. Stated net tangible asset 
backing is S$3.27 per share, while the forecast 1985 dividends 
of 10 S cents is equivalent to a prospective yield of 2%. 

A prospective earnings multiple of 11.1 is high, relative to 
the rating of most other airlines shares — five or six is more 
common in the US — and implies that SIA profits should be 
expected to hold up better or grow more rapidly than most. 
There is some justification for this expectation in the airline's 
profit history. 

Since its foundation in 1972, it has never made an annual 
loss, and only twice have profits shown a year-on-year de- 
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Singapore girls: a young fleet also helps the image. 





limited largely to US private-sector operators, suddenly find 
themselves with an embarrassment of choices. The dilemma 
with which they must now grapple is that, if so many 
operators agree that this is a good time to be selling their 
shares, can it possibly also be a good time for other people to 
be buying them? Although the answer to that question will 
necessarily be slightly different in the case of each individual 
airline, there are a number of common criteria to be consi- 
dered. 


cline. The $$292 million prospectus forecast would represent 
a 47% growth in 1985-86 net pre-tax profit over the $$198.1 
million earned in 1984-85. 

It is also worth noting that, whereas US domestic air- 
lines operate in a freely competitive environment, most 
other parts of the world, including East Asia, are governed 
by international agreements restricting the number of 
carriers which can operate, and in some cases the minimum 
fares which can be charged, on particular routes. These 
agreements have an inherent tendency to protect the posi- 
tion ,of established, and particularly state-controlled, 
carriers. 

Grieveson Grant, the British stockbroker, says it ex- 
pects SIA to raise pre-tax profits by a further 9.695, to S$320 
million, in 1986-87. Grieveson Grant says the key to SIA's 
long-term earnings growth will lie in the development of its 
cargo operations, which contributed 23.496 of revenue in 
1984-85; and the expansion of its international network, par- 
ticularly into China, and through the linking up of its 
eastbound and westbound routes into a continuous global 
network. 

A distinctive feature of SIA is the frequency with which it 
replaces its aircraft. This policy is the basis of its much-adver- 
tised claim to have the most modern and the youngest fleet of 
any major operator in the world. Its aircraft were an average 
30 months old in September 1985, versus an average 10.2 
year age for planes operated by the members of the Interna- 
tional Air Transport Association (Iata). SIA is not itself an 
lata member, though it is thinking about joining. 

SIA's new-aircraft policy helps its image, saves fuel and 
maintenance costs, and makes aircraft sales a significant ele- 
ment of the group profit-and-loss account. SIA writes down 
the value of its planes over eight years, against an industry 
standard of 12-20. The effect of this treatment is to throw up 
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Most airlines’ largest single expenditure is on fuel. Sud- 
den oil-price rises, like those experienced in 1974 and 1978, 
have a disastrous effect on profits. The stable and softening 
oil prices experienced in 1983-85 have been the main con- 
tributor to most airlines’ recent record earnings. The best 
present indication is that oil prices will continue to weaken, 
as members of the Opec gradually abandon attempts to keep 
prices high by restricting oil production, and instead try to 
maximise their own revenues by raising production volume. 


a heavy depreciation charge against profits each year, but to 
ensure that the planes can usually be sold off at a profit over 
the price to which they have been written-down in the bal- 
ance-sheet. 

Aircraft sale surpluses contributed 16.5% of SIA's 1984- 
85 S$110.6 milion pre-tax profit; 30.9% of 1984-85's S$221.1 
million, and 40% of the $$292 million forecast for 1985-86. 
Grieveson Grant thinks the surplus in 1986-87 will be about 
$$100 million, or 31.3% of the brokers’ S$320 million pre-tax 
profit projection. 

SIA’s other profit-earners are subsidiaries which provide 
airport services at Singapore’s Changi airport; air chartering 
and package tour wholesaling, and insurance. 


MAS: a touch of gold? 


Malaysian Airline System and SIA were 
formed in 1971 by the splitting of Malay- 
sia-Singapore Airlines (MSA). SIA took 
over MSA’s international routes. MAS 
started life as Malaysia’s national domes- 
tic airline, but soon began adding inter- 
national routes in its own right. 

The Malaysian Government authorised MAS to offer for 
sale in October new and existing shares equivalent to 30% of 
its enlarged share capital. The 105 million shares offered for 
sale at M$1.80 (74 Us cents) each represented Malaysia’s 
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largest-ever flotation. Subscription was limited to Malaysian 
nationals; 38 million shares were reserved for government in- 
stitutions and a further 17.5 million for employees, leaving 
49.5 million available to the Malaysian public. 

Malaysia’s stockmarket, like that of Singapore, was 
closed for the period 2-4 December by a corporate crisis 
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International airlines tend to have significant foreign-cur- - 


rency income from ticket sales, while most expenses will be in 
local currency and US dollars. A weakening local curen 
will usually raise reported profits, a strengthening one w 





are doing well: more business activity means more 
business travellers, who are proportionately more 





usually diminish them. SIA, which of necessity is a purely in- 
ternational airline, says the strong Singapore dollar cost it 


S$124 million (US$58.5 million) in the 1984-85 financial year. — 
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irlines usually do well when economies in their region - 


profitable airline customers than are tourists. Economists - 


also say that, in affluent countries, people spend an increas- - 


ing proportion of additional income on air travel. 


Such external factors alone would tend to make airline | 


profits inherently volatile. But an equally important profit 
determinant is an internal one 
airlines themselves. Competition tends to be fierce because 





competition between the” 


airlines have a high proportion of fixed costs — purchase and ^ 


maintenance of aircraft, staff salaries, advertising budgets, 
fuel costs — which are incurred whether their aircraft are full 
or empty. On the basis that selling a cheap ticket is better 
than selling no ticket at all, airlines will periodically compete 
for market share on a particular route until average seat 
prices are driven down to a point at which nobody can make 
any profit at all. When this point has been reached, weaker 
players will go bankrupt or drop out voluntarily, and fares 
will swing back up again. 

Although this sort of competition is largely confined to 
routes to, from and within the US, its effects spill over into 


other sectors by influencing tourists' choices of destinations; 


banks’ and investors’ perceptions of airlines’ soundness, the 
market price of second-hand aircraft and the overall profits 
of international airline operators. A measure of the prevail- 
ing competitiveness of the world airline industry is that, even 
in these currently relatively good times, when a few carriers 
such as SIA and Cathay Pacific are making large profits, most 
airlines are just about breaking even. Oo 





which threatened to undermine local stockbrokers. But de- 
spite this blow to market sentiment, the shares, which were 
six times oversubscribed, opened at a 10-20% premium to 
the issue price in mid-December. 

The M$1.80 issue price represented a multiple of 5.9 times 
MAS’ forecast earnings per share for 1985-86. The airline 
Says it expects to earn M$106 million before tax this year, a 
fall from the M$134.8 million earned in 1984-85, and slightly 
above the M$97.2 million earned the previous year. The 
lower earnings multiple on which MAS debuted was in effect 
an acknowledgment of its erratic past record; it recorded a 
loss in 1982, and negligible profits in the years either side of 
that. 

MAS’s fleet is, at an average 6.3 years, older than that of 
SIA. The carrier is not as highly regarded by, nor as well 
known to, international business travellers. One-third of 
revenues are accounted for by low-profit domestic flights, 
while many of MAS's international flights are to destinations 
within the Asian region. 

Whereas the average SIA passenger is on a 4,000-km 
journey, the average MAS passenger travels only one-quar- 
ter as far. MAS' load factor (capacity utilisation) on interna- 
tional flights is about 75%, versus 72% for SIA last year; 
helped by lower salary costs, MAS reckons to break even on 
a 61% load factor, versus 67% for SIA. 

The differential between the perceived values of SIA and 
MAS was reflected in the basis on which their shares were 
priced for offering to the public. But with SIA moving to a 
discount, and MAS to a premium at the time of writing, MAS 
was looking relatively expensive — particularly given Malay- 
sia's 30% ceiling on foreign ownership of companies, the pos- 
sibility of future shares issues to cut back the government's 
shareholding, and the airline's apparent need for capital ex- 
penditure on fleet modernisation. 








































At a time like this when two major pieces of research, 
mely Asian Businessman Readership Survey and 
Asian. Profiles IV, have been released into the market 
lace, it's a good idea to sit back and reflect on just what 
ublishing and advertising are really all about. 


ng that “my numbers are better than his or her num- 
ers" and “our percentages are better than their per- 


back to basics. 


And perhaps the most basic thing in publishing is 
that advertisers of quality products and services do 
not buy numbers. They buy audiences, composed of 
people of quality, who are dedicated in a variety of 
mays and for various reasons to one publication or 


When we at the Review talk about our most important 
numbers, you can bet we're referring to the size and 
ollective experience of our editorial staff. The people 
ho, week after week, produce Asia's most highly re- 
ga led and. respected publication. 





With 46 editors and reporters and 11 specialist corres- 
ondents, and scores of contributors, representing the 
argest, most highly qualified editorial staff of any 
ublication in Asia, it's little wonder that when it 
omes to providing the best coverage of the region even 
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ble. on re quest i ; 


With just about everyone in media racing around claim- | 
|. the loyalty and dedication of our 
; whelming majority of whom come from the very top 


entages" etc., it just might. make some sense to get . rung of Asia's socio-economic ladder. 





our fiercest competitors recognise the Review as the 
unchallenged leader. 


Another extremely important number we're very 
proud of is our over 80 percent subscriber renewal per- 
centage which we believe to be the highest in the re- 
gion. Extremely important because vit reflects so clearly 
ur readers, the over- 














So when advertisers buy space in the Review they do so 
knowing that they get something far beyond costs-per- 
thousand efficiency or mere numbers for numbers' sake. 


They get editorial excellence of the highest order. They 
get consistency of readership by an audience of people, 
the total quality of which other publications in this mar- 
ket can only dream about! People. who. run the com- 
panies and countries of Asia, 


If vou are an adv ertiser of quality products or services 


we'll happily deliver all the numbers you ask for. And l 


when the numbers crunching is over and done with — 
we'll give you something much more. A truh Mi 
editorial environment to advertise in, created 7 
after week by. the best and Aet editorial team in 
Asia. : & | ES 
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subsidiary. Swire's 
other main activities are property investment and develop- 
ment; manufacturing, and trading. It ranks as one of Hong- 


"ong's five largest public companies, measured by stockmar- | 


et capitalisation. | 
Asa privately held Swire subsidiary, Cathay 
obliged to publish its own financial : 
has recently been giving only gen 



















nual report does provide segmente: 
Pacific's divisional profits, but only à 


profits added in to Cathay’s own 
Cathay is generally ac knowledged to have been much the 
largest profit-source for Swire in recent years: Hongkong 
stockbrokers Crosby Securities say it probably contributed 
HK$656 million (US$84.1 million) to Swire Pacific’s 1984 
consolidated net profits of HK$1.05 billion. 
Several brokers say they expect Cathay to earn net profits. 
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The profits picture 


IA sian carriers generally seem to have done better in the 
| A | past year than many of their United States and Euro- 
pean counterparts, judging by orders for new equip- 
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ment and by stockmarket flotations either already achieved 


or declared as intended. During the International Air Trans- 
port Association's annual meeting in October, it was said 
that the group's members — including the majority of the 
world's scheduled airlines — had earned after-interest collec- 
tive profits of US$500 million on international services after 
five years of losses. E 

However, this represented only about 1.5% of turnover, 
and individual performances varied widely. Judging by some 
of the profits declared by Asian airlines, some of the results 
elsewhere in the world were, to say the least, discouraging. 
Indeed, a Salomon Brothers analyst in November was 
quoted as saying that US airlines’ traffic-growth rates were 
on the decline and fare wars were becoming more wide- 
spread; he predicted poor results for the fourth quarter of 
1985 and was not optimistic about the first and perhaps sec- 
ond quarters of this year. 

As far as Asian carriers are concerned, the future appa- 
rently is brighter: the United Nations Economic and Social 
Commission for Asia and the Pacific (Escap) has issued a 





study saying that Asia-Pacific airlines will carry about a third |. 


of the world's passengers by 1992. It pointed to increases in 


$ tunm in various parts of the region and added that the re- | 
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"held by the Hongkong | 


H Hong gkong stock ex- ; 


t They suggest that Swire may scale its shateholding. in | 
| Cathay down to 52.5976. and HSBC down to 22.5%. If so, the 
-- airline would still be counted as a Swire 
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atements. Swire itself | 
indications of itscon= 
tribution to the group's consolidated net profit: the 1984 an- 
formation on Swire . 

| the operating level be- 

fore apportionment of interest charges, and with other avia- 

 tion-related subsidiaries’ 
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| would € expect in any prospectus à € dis 
sale-and- leaseback arrangements on 
threw up profits of HK$380 million in 19$ 
An offer priced at 10 times prospx 
would value Cathay at HK$10 billion, almost 
- market capital m rad of Swire Pacific itself. Th 
- hon which would be raised on that basis throu, 
25% of Cathay s shares would also represent th 
“capital: raising exercise in the Hongkong 
. — Cathay ranks alongside STA as one | 
_ best-regarded airlines in the world, a 
> things being equal. command at least ash 
_vestors. It will, however, have to contend% 
ceptions of the possib ale operational impact o 
7 planned transition to Chinese sovereignty in 1997. 



















































n the long term, investors might fear that tra 
nese sovereignty would make Hongkong less att 
a centre for business and per haps also tourism. TI 
also worry about how well Cathay would fare 1 
when ultimate responsibility tor Hongkong affairs f 
Peking — even though the joint agreement on He 
future reached between Britain and China in 1984 
cifically provide for the interests of airlines “incor 
and having their principal place of business in Hon 
. . The growth of air travel in Asia, and particula: 
air travel into China, should help to gener rate mk 
business, but S more oo for Ca E 
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stitution for post-1997 Hongkong. Although a fledg 
now, Dragonair seems to have at least some political 
blowing i in its direction. 
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gion's share of passenger traffic grew to 26.5% in 1984, a 7 
percentage-point rise over 10 years. 

O Thislevel of market share is broadly reflected in the 
of aircraft types by Asian carriers. As at October 1985, 
largest Asian airlines between them were operating Gr ha 
order a total of 413 wide-bodied aircraft, or about 22-0 
world total. This represents a decline from 1981's appr 
mately 30%. in large measure because the European cc 
tium Airbus Industrie was quicker to break into us 
market with its A300 than it was in the US domestic 
and because some Asian orders of the past few m 
been "roll-overs" to keep fleets young or to change 
types rather than to add much capacity. 

The Escap report also says that Asian carriers are ci 
terised by relatively young fleets, good operational su 
and high-quality managements — high praise indeed. 
with the ever-increasing capital cost of aircraft, these g 
agements face purchasing decisions of enormous i nj 
to their companies, seeking to drive the hardest bar 
area with manufacturers for equipment with the 

erly fuel consumption which can be marketed to t 
range of passengers as having the greatest level of cor 

It used to be that, in adding capacity, airlines 
. aircraft which did not yet exist to be paid for with moi 

yet earned by flying passengers from a m | 
yet expanded and who would pay for their tickets ; 





















































- they had not yet earned for routes which 
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had not yet been negotiated by airlines 
which had ordered aircraft which did not 
yet exist . . . and so on ad infinitum. Now- 
adays at least part of that cycle has been 
broken: wide-bodied aircraft have brought 
travel at affordable prices to huge num- 
bers of people, and the direction of air- 
craft technology has changed. 

The new aircraft on offer today are in 
many instances derivatives of existing 
machines, offering various degrees of in- 
cremental improvement to airframes, en- 
gines and electronics and thus providing 
lower development costs than an entirely 
new machine would require. The vast 
majority of these aircraft come from the 
US or Europe because very few Asian 
countries’ aircraft industries are capable 
of designing, manufacturing and market- 
ing their own aircraft, and those that are 
so capable have, with some exceptions, 
taken a military direction because of de- 
fence-technology priorities, 

For instance, Japan possesses an air- 
craft industry of great technical ability 
but, except for a consortium effort to pro- 
duce the YS11 twin-turboprop transport, 
has never managed to break into the air- 
linér market. The aircraft industry is a 
major priority area for the Ministry of In- 
ternational Trade and Industry (Miti), 
which to date has provided up to 50% of 
development costs for projects deemed 
worthy of support. As far as international 
partnerships are concerned, Miti requires 
that they should bring development of new technology, have 
good economic prospects, allow Japan to be a full partner in 
design and manufacture and give Japan full credit for its 
work. 

Japan is playing a major role in manufacturing large fusel- 
age sections of the Boeing 767 wide-bodied, twin-engined 
airliner but is said to feel that its work has been that of a sub- 
contractor rather than a partner. It has sought a full partner- 
ship in airliner projects — the closest it came to such a ven- 
ture was with the US McDonnell Douglas and Holland's 
Fokker in 1981, but the project eventually collapsed because 
of poor economic prospects at the time. 

Companies such as Fuji Heavy Industries, Kawasaki 
Heavy Industries, Mitsubishi Heavy Industries, Shin Meiwa 
Industry Co. and Showa Aircraft Industry individually or in 
various partnerships between them produce a range of air- 
craft parts, small civil transports, military aircraft including 
light trainers, the F1 fighter and C1 jet transport designed 
and built in Japan, and assemble under licence Lockheed P3 
Orion patrol aircraft and McDonnell Douglas F15 fighters 
and a variety of helicopters. They also assemble various en- 
gines under licence and are involved in a tripartite engine 
project with the US and Britain to power large twin-engined 
airliners. 

Next on the agenda appears to be a joint project between 
Japan and China to produce a twin-turboprop, 30-40 seat air- 
liner probably based on the YS11 and intended for domestic 
use in both countries as well as for sale overseas. Reports say 
the intended price for the aircraft, if built, is around US$6 
million. In late November both nations agreed to do a feasi- 
bility study, with production to start in 1990 if all goes well. 

The project would give a valuable boost to China's avia- 
tion technology and would help Japan to find an outlet for its 
own industry's energy. Also, basing the design on the YS11 
would keep down development costs, and offers both nations 
a cheap way of adding to inter-city capacity. Production 
target is 600 aircraft, of which 300 are destined for use in 
China, 100 for Japan and 200 for international sale. Reports 
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P3 Orion; F15 fighter: assembled in Japan. 








PHOTOS: UPI 


in Japan say it is planned that China will assemble the aircraft 
from parts made in Japan. 

China's industry is spreading its talent over a wide range 
of projects, and is limited only by the number of trained peo- 
ple available. It is producing a range of copies of Soviet fight- 
ers, bombers and civil transports and has managed to export 
some of its military hardware — notably the AS attack air- 
craft and the F6 fighter. None of its products to date has been 
particularly sophisticated, and it is seeking joint-venture pro- 
jects through which to upgrade its abilities in areas such as 
aviation electronics. ] 

One such project is taking shape in Shanghai, with joint 
production of the McDonnell Douglas MD80 to start shortly 
US engineers are already helping to set up a production line 
for 25 of the twin-engined, 145-seat jets to be assembled from 
US-made kits. The intention is to build these aircraft to US 
standards, so that eventually China will be capable of export- 
ing aircraft — not necessarily the MD80 — with the same 
level of technical credibility as US or European manufactur- 
ers when it comes to satisfying other nations' licensing au- 
thorities. 

Other projects with foreign manufacturers such as Boeing 
and McDonnell Douglas have involved the assembly of parts 
for aircraft being built in the US, both as a way of upgrading 
technical capabilities and of creating offsets to contribute to- 
wards payments for aircraft to be imported. 

New projects on the cards for China as a means of expand- 
ing its pool of engineering talent, if they come to fruition, in- 
clude a joint project with Orlando Helicopters of Florida to 
assemble old eight-passenger, petrol-engined Sikorsky S55 
helicopters at Canton's No. 3 Machine Tools Plant from Or- 
lando-supplied kits. After five years the machines will be 
built with Chinese-made parts. The aircraft, no longer pro- 
duced by US giant Sikorsky, is expected to cost about 
US$250,000. 

Another project recently announced is a partnership in- 
volving four Chinese companies and one US concern which 
wants to offer a US$15 million refit of the Boeing 727, includ- 


16 JANUARY 1986 e FAR EASTERN ECONOMIC REVIEW 





How far in advance do you want to talk? The exciting 
development closest to us is the Ultra High Bypass 
engine. Using 50% less fuel 
than today's turbofans, it's 
ready to chop airline fuel bills 
in half. We've done extensive 
wind tunnel testing of UHBs 
on MD-80 aircraft and flight 
tests are set for 19987 onone £. mH 
of our MD-80 jetliners. An LSS 
important plus we enjoy: We 9— nd 
have current aircraft that 
can be modified to utilize 
UHBs-a real price benefit to our customers. 
Or we can build an all-new airplane if that's the 
best solution. 

We've also developed a system that draws in the 
laminar air flow building up on the wing, through 
a porous skin, and discharges it through the trailing 
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Close-up of 
wing's porous skin. 


©1985 McDonnell Douglas Corporation 





BEFORE YOU ASK US ^WHAT'S NEW?” 
BE SURE YOU HAVE A FEW HOURS TO LISTEN. 





edge. The potential fuel saving: 20%. 

How about composites? With our experience 
building high-performance military aircraft were 
a long way ahead with whole wing structures oper 
ational. On the commercial side, our DC-10 com- 
posite rudders have over 300,000 safe flight hours. 

We've been in the commercial transport business 
for over 50 years. 
We plan to be in it 
a great deal longer. 
For specifics about 
subjects touched 
on here, please 
write Dept. 
C1-C40, Advanced 
Products, Douglas 
Aircraft Company, Long Beach, California 90846. 


MCDONNELL 
DOUGLAS 





DC-10 composite upper-aft rudder. 








-and Action in Electronics | 


See us at the 
Asian Aerospace SI 086 
Singapore-Jan. 15-16, 


Intelligence to Div Ops: 
Air Surveillance to Naval Ops: 
Ops to All Units: 


Ops to Missile Detection Radar: 
Ops to Strike and Escort A/C: 


Coastal Radar to Ops: 


Intelligence to Div Ops: 


Intelligence to Div Ops: 





SIGINT analysis indicates enemy armor 
concentration bearing 15° range 120 km 

Enemy contact bearing 10°, range 70° nm, 
heading NE, speed 25 knots 

Radar reports four enemy aircraft at 25,000 feet 
bearing 80°, heading due south at Mach 1.2 
Alert—enemy bearing 10° detect missile threat 
EW aircraft reports enemy jamming activity 
and firing of SAMs 

Enemy surface contact, approaching coast at 
bearing 305 range 10 nm offshore 

Electronic and visual confirmation of enemy 
battery. Updated fire mission data transmitted 
via data link 

Point-defense radar contact —helicopters 
incoming bearing 310° range 5 nm altitude 50 m 
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From an original oil painting for Israel Aircraft Industries by Barry Bichler 
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ISRAEL AIRCRAFT INDUSTRIES LTD 


Featuring the Future 


When you are in Electronic 
Combat, you need 

e to know what the enemy is doing at 
all times 

e to protect your sensors from being 
detected 

e to interfere with your enemy’s 
communications 

eto communicate securely with your 

- forces 

e to maintain sophisticated equip- 
ment easily, using line personnel 

e to train operators and maintain 
their skill at peak levels even in 
peacetime 

e all of this configured to your 
requirements and at a price that you 
can afford 


We at IAI can supply you with what 

'ou need. We've been supplying 
and integrating it into the Israel 
Defense Forces and other modern 
and modernizing armies for many 
years. 


IAI can supply what you need, 
using electronic, optoelectronic and 
artificial intelligence technologies. 


« EL/M 2121 Intelligence Battlefield 
Surveillance Radar to detect ground 
targets 120 km away 

e SAR 2 Artillery Location System to 
pinpoint an enemy battery 

« EL/K 7010 Tactical Communication 
Jamming System 

e SLOS Stabilized Long-Range 
Observation System 

e PADS, LANS and GONS navigation 
systems 

« EL/M 2106H Point Defense Radar 

o detect aircraft including low-flying 
.elicopters 

e AMDR Anti-missile Detection Radar 

e Reshet Naval Tactical Command and 
Control System 

e Secure Communications Systems 

e Military or civil transports modified for 
special missions 

e Simulators and trainers 
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ISRAEL 
AIRCRAFT 
INDUSTRIES 
LTD 


Ben-Gurion International Airport, Israel 
Tel: (03) 9713111 

Telex: 371102, 371114 ISRAVIA IL 
Cables: ISRAELAVIA 

New York: 

Israel Aircraft Industries International, Inc. 
50 West 23rd St., New York, NY 10010 
Tel: (212) 620-4410 

Telex: 230-125180 ISRAIR 

Brussels: 

IAI European Marketing Office 

50, Ave. des Arts. 

Tel: (2) 513455. Telex: 627181 ISRAVIA B 
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CAAC: new 737-300. 













































ing reducing the present three engines to two more powerful but more economic 
types, stretching the fuselage and updating the cockpit to take a two-man instead of 
a three-man crew. The project seems similar to one contemplated by Boeing a few 
years ago but which was rejected because it might have cut into sales of its 757. 

It also seems like a carbon copy of a Chinese plan to upgrade flag-carrie! 
CAAC’s fleet of elderly British Tridents — this plan came to nothing, it was 
thought, because of CAAC’s preference for new aircraft, but if it has been regener- 
ated in a different form it would not be the first time that the nation’s airline and its 
manufacturing industry have been at cross-purposes. On the military side, China 
has expressed interest in buying up to 500 tactical fighters and 2,000 trainers from 
Brazil's Embraer company. 

In the rest of northern Asia, South Korea's aviation capability in both civil and 
military fields rests with Korean Air, particularly with its engine-overhaul facility 
There are now plans which may lead to assembly of Northrop F20 fighters there. 
Taiwan has a track record of assembling US-made fighters from kits and of per- 
forming full servicing and maintenance of its military aircraft. Hongkong has no 
manufacturing capability 
but has a long history ol 
performing major repairs 
as well as routine work on 
civil and military aircraft 

Of the Asean group- 
ing, Indonesia is the only 
member with a major in 
dustry. It produces the 
CN212 and CN235 small 
airliners as a joint venture 
between its own Nurtanio 
aircraft factory and 
Spain's Casa. Neither has 
so far been spectacularly 
successful, but they have been immensely valuable in extending Indonesia s pool of 
engineering capability. Nurtanio also assembles helicopters under licence 

Singapore, Thailand and Malaysia all have repair and maintenance capabilities. 
The Singaporean and Thai industries will receive a major shot in the arm as their air 
forces acquire US-made General Dynamics F16 fighters. Malaysia is also increasing 
its engineering capabilities as its air force takes delivery of upgraded A4 attack ai 
craft. The Philippines has assembled light transport aircraft and helicopters under 
licence. 

Australia's Government Aircraft Factories, which used to produce the success- 
ful Nomad light transport and military utility aircraft and which are expected 
to produce a light trainer, are giving much of their capacity over to assembling 
F18 Hornet fighter/attack aircraft from US-supplied kits. With limited resources, 
Australia opted for the high-technology military road to develop its aviation 
ability. 

One of the most capable industries in the region is in India, where Hindustan 
Aeronautics has produced under licence the British Aerospace 748 airliner, 
helicopters, crop-sprayers — and hi-tech British Aerospace Jaguars, French Mii 
age 2000 fighters and a variety of Soviet military types as well as various indigenous 
fighter/trainer designs. Pakistan's industry is at present confined to assembling 
Chinese F6 fighters and performing maintenance on other types. " 





Mirage 2000: India now makes them. — 
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ere in the Philippines. 
ith 7,107 tropical islands, it's 
no wonder the Philippines has some of the finest 
beach resorts in the world. If you'd like 
to get away from it all, we'd like to invite you 
to share our warm Filipino hospitality 
here in the heart of Asia. 


Wherever you live in the region, you're only 
a few hours away by one of our wide-bodied Airbuses. 
But our home offers pure white sand beaches, 
crystal clear waters, and first-class resorts that are 
a world apart. All at bargain prices. 


There’s no better time to see your travel agent or us to 
find out why everything’s 


ege s 
right here in the Philippines. Philippine 
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The 20th century heads 
for the Andaman islands 


By Jagdish Bhatia in Port Blair 


he Andaman and Nicobar islands, 

which stretch like a 700 km-long 
string of emeralds on the Bay of Bengal, 
some 1,200 km from the Indian main- 
land, have weathered many tropical 
storms. But soon they could be exposed 
to winds of change that many fear may 
endanger the fragile serenity of a palm- 
fringed Eden insulated from the 
mainstream of the 20th century. Propo- 
sals to open up the union territory of the 
islands to outside investment and create 
a free port have reportedly been 
acknowledged by Indian Prime Minister 
t'ajiv Gandhi, who in a recent interview 
vith Dubai's Khaleej Times, is quoted 
as saying "we would certainly like it [the 
suggested free port] to become a rival to 
singapore and Hongkong." 

Such a vision may seem a far-fetched 
superimposition on the scattered villas, 
huddle of shops, the tiny air strip and 
the motley flotilla in Haddo Bay that 
make up the capital of Port Blair, which 
with a 1981 population of about 50,000 
is by far the largest settlement in the 
chain of 550 islands, of which 500 are 
uninhabited. But with the guillotine of 
1997 hovering over Hongkong and In- 
dian investors there and elsewhere in- 
creasingly interested in acquiring a 
stake in India, many seem to believe 
that the Andamans could undergo a 
sudden transformation from unspoilt 
idyll to bustling entrepot, complete with 
modern harbour facilities, a sophisti- 
cated industrial and commercial com- 
plex and satellite communication links 
with the outside world. 
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The first rumours of the proposed 
free port ruffled the blue waters of Cor- 
byn's Cove some time ago and the eco- 
nomic barometer of the islands re- 
sponded immediately with land prices in 


Port Blair skyrocketing overnight. Al-’ 


though the initial boom was shortlived, 
fresh impetus was provided by reports 
of a high-level committee being formed 
to investigate the free port proposal. 
The prime minister’s recent remark, 
and the visit to the islands by a Tourism 
Ministry team which is believed to have 
drawn up a Rs 100 million (US$7.1 mil- 
lion) project to develop a resort “along 
the lines of Pattaya," have intensified 
both speculation and controversy about 
the islands’ future. 

The proposed scheme has come 
under fire from a number of critics. 
While some have questioned the con- 
stitutional validity of a free port in an 
avowedly socialist framework, others 
have seen the scheme as compromising 
India's defence options in a region of 
strategic and geo-political importance. 
The project, estimated to require an in- 
vestment of some Rs 40 billion, has 
been dismissed as a pipe dream by 
economists who point to the dismal per- 
formance of free-trade zones estab- 
lished elsewhere in the country. 

The fact that the major share of out- 
lay is envisaged under the Non-Resi- 
dent Indians investment scheme, which 
has already created storms in several 
corporate tea cups, has also raised 
doubts. India's increasingly vocal envi- 
ronment lobby has opposed the project 











which, it is feared, would further under- 
mine a unique ecology already 
threatened by ill-planned development 
projects. For instance, timber-based in- 
dustries catering to mainland demand 
have in several areas drastically reduced 
the islands' rain forest cover 

The islands’ vulnerability is poign- 
antly underscored by the fate of the 
primitive tribals, the original inhabit- 
ants, who today are on the brink of ex- 
tinction. Of the 12 major tribes — all of 
Negrito origin one said to have a 
population of over 3,000 in the mid- 
1800s had by 1901 declined to a little 
more than 600 and in 1975 reportedly 
numbered 24, reduced by disease and 
the encroachment of settlers. 


Ithough difficulty of access makes 
demographic studies unreliable, ac- 


| cording to a recent report, the Onges 








number barely a hundred, the Greater 
Andamanese only 29. And the hostile 
Jarawas and Sentinelese — the world's 
only surviving paleolithic people who 
have been known to greet landing par- 
ties with showers of poison-tipped ar- 
rows — 250 and 50 respectively. Despite 
post-independence efforts to better 
their condition, the tribals remain re- 
mote from the mainstream population 
which, inevitably, would sweep them 
away. 

But if some feel that the tragedy of 
the tribals underlines the dangers of in- 
troducing an electronic Apple in this 
garden of innocence, others claim that 
having been drawn into the mill-race of 
history the islands have no option but to 
swim with the tide. Mentioned in Indian 
mythology (some claim that their name 
derives from Hanuman, the monkey 
god of the Ramayana) and by writers 
from Ptolemy to Marco Polo, the Anda- 
mans were pulled into the whirlpool of 
European colonialism when a British 
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| Bhis made a.survey of the islands in 
. 1788. The following year a small settle- 
ment was established, the colonisers de- 
eolit: the islands as *a neglected but 
| beautiful garden," well-endowed with 
aa flora, fauna and natural harbours but in- 
JM  habited by tribals, "the least civilised 
d | perhaps, in the world," whose hostility 
| to outsiders had been honed by the de- 
if - predations of Malay slave traders. 
M The Sepoy Mutiny of 1857 was a 
watershed event. Thousands of 
. mutineers had been sentenced to life- 
imprisonment and it was decided to es- 
| tablish a penal colony on the Anda- 
| mans, turning a tropical paradise into 
| purgatory. Back-breaking labour and a 
- | near-starvation diet drove many to 
» hopeless attempts at escape. The “tally 
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[i By Margaret Scott in Hongkong 


b. j Consider these odds: For every ran- 
dom batch of 100 Hongkong teen- 
agers only 3.4 of them will find a univer- 
E: place here. Pondering such odds has 
| long been a nerve-racking pastime for 
| jétupents with a hankering for higher 
education. And explaining them has 
Tong been a touchy subject for the gov- 
| ernment which runs Hongkong's two 
| . universities. 
= Then, the territory's governor all of a 
- sudden announced that planning of a 
{third university would begin. Sir Ed- 
| ward Youde's university endorsement, 
. delivered during his annual policy 
= Speech, seemed to inspire a collective 
| nod of approval. Yet, beyond the first- 
| flush appeal of it, the governor has 
| hailed a new university while no one 
| seems to know what kind of institution it 
| will be, how it will be paid for or why it is 
| being started now. 
E: Talk of a third university has come 
. and gone. Hongkong, according to the 
| typical comments, has spawned embar- 
| rassingly few university places for a city 
Edo by continuous growth in popula- 
tion and affluence. With only 3,384 
| first-year degree spots in Honkgong this 
. year and with an estimated 12, 000 
- young people studying abroad, calls for 
. more homegrown educational oppor- 
. tunities have been. common. 
= Now with the governors public 
backing, the proposal seems more likely 
than ever to succeed. The Executive 
. Council (Exco — the territory's policy- 
» making body) has given its unanimous 
. nod to the idea, and a planning commit- 
. tee is being formed. But just when a 
Hid university has won advocates at 
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“died in hospital,” 87 had been hanged 


for attempting escape, one had commit- | 


ted suicide and 140 were missing, “prob- 
ably died of starvation or killed by na- 
tives.” A 
T rising tide of nationalism swell- 
ed the number of political internees, 
many being sent on grounds as flimsy as 
writing a “seditious” poem. In 1910 the 
notorious Cellular Jail was built, with its 
seven spokes and 698 cells designed SO 
that no prisoner could look outside or 
communicate with another detainee. 
Prisoners, who included activists like 
Barindra Kumar Ghosh, Sri Au- 
robindo's brother, and Vinayak 
Damodar Savarkar, later to be charged 
with complicity in Mahatma Gandhi's 
assassination, organised protests and 


Support for Hongkong’s 
| third university wavers 


the top, many educators and university 
and government officials are wondering 
if the plan is worth it after all. 

“It’s too late. It should have been 
started 10 years ago, but now it’s just 
too late,” says L. K. Young, pro-vice- 
chancellor of the University of Hong- 
kong, echoing the comments of those 
who have become wary of a new univer- 
sity as the best way to expand higher 
education with the available govern- 
ment funding. For Young and others, 
the needs are too great to wait for a third 
university which will take at least 10 
years to establish. They worry that fash- 
ioning a new university will syphon 
away funding from the expansion plans 
of the existing academic institutions. 

“The governor has sort of forced 
everyone’s hand. Now it will be a lot 
more difficult to really answer the ques- 
tion of whether we need a third univer- 
sity,” says Michael Pagliari, deputy sec- 
retary for education and manpower, the 
branch of government which devises the 
enrolment targets for higher education. 
Back in 1982, when there were degree 
spots for 2% of those of college-enter- 
ing age, the government decided there 
should be an increase to 6% by the end 
of the decade and 8% by the 1994-95 
academic year. For a while, a third uni- 
versity seemed inevitable and won wide 
support even from the University & 
Polytechnic Grants Committee (UPGC), 
an appointed group which oversees the 
funding and development of higher edu- 
cation and advises the government on 
educational policy. 

But in 1984, new population figures 


for the 17-20-year-old age group 





Gunuer diei: again ist alle sed d tort ui 
and brutal repression. — = 

Initially welcomed by the prisoners, 
the Japanese occupation of the islands 
from March 1942 to October 1945 soon 
became a nightmare of starvation, dis- 
ease and summary execution. By the 
time of the Japanese surrender, the 
local population had been reduced from 
34,000 to 18,000. Shortly after, the 
penal settlement was closed and'the re- 
maining convicts repatriated. 

Today the dreaded Cellular Jail is 
part hospital and part tourist attraction, 
the dark history of its narrow corridors 
and execution room soon to be 
dramatised by a sound-and-light pro- 
gramme organised by the. Indian 
Tourism Development Corp.: (ITDC). 
Like the proposed show, post-indepen- 
dence developments in the Andamans 





showed that instead of rising, the 
number of college age residents was de- 
creasing from 476,100 in 1981 to a pro 

jected 329,600 in 1990. After studyin, 

the new figures, education and man- 
power officials decided the enrolment 
targets could be met through the expan- 
sion of existing institutions. In 1985, the 
UPGC again was asked to recommend 
whether à new university was warranted 
in light of the revised population fig- 
ures. In late October, the committee 
once again recommended creating .a 
new university, prompting the gover- 
nor's announcement. 


i ducation and manpower officials re- 
main unconvinced. Pagliari describes 
the committee’s recommendation as “a 
delphic oracle” that failed to address the 
crucial issues of cost and the desired 
type of educational programme. The 
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Although the government-run research 
plantations are claimed to be a success, 
with the Sipighat farm near Port Blair 
yielding more than a hundred species of 
crops, larger agricultural efforts, includ- 
ing the resettlement of ex-defence per- 
sonnel and refugees from erstwhile East 
Pakistan have yielded poor returns, 
mainly, because of bureaucratic inertia, 
lack of adequate inputs and shortage of 
labour. While the export of timber has 
depleted the virgin forest cover, plans of 
making the islands the “spice capital of 
the world" and a *second New Zealand 
in dairy products" remain remote. 
Tourism is another resource sadly 
mismanaged. Despite their winning 
combination of sun, sand and surf, the 
islands have yet to hit the jackpot and 
last year attracted only a little over 


government has reserved six large tracts 
of land in the New Territories as possi- 
le sites, but government officials say 
.inless a new institution has a distinctive 
cast it will be a costly repetition. Some 
advocates of the third university talk of 
a Hongkong version of the Mas- 
sachusetts Institute of Technology, a 
full-programme university with an em- 
phasis on the applied sciences. Others 
propose creating a university renowned 
for the humanities and liberal arts. Still 
others say Hongkong needs an institu- 
tion which specialises in computers and 
high-technology. 

But the real issue for those debating 
the proposal is how a new university will 
bé paid for and at whose expense. Edu- 
cation these days gets the largest por- 
tion of public funds, 17% of this year's 
current expenditure budget. Higher 


education's share of the overall amount 
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2.000 foreign holiday-makers. Govern- 
ment red tape, the uncertainty of the air 
and sea services to the mainland, and 
general lack of amenities are the main 
drawbacks. “The evenings are a little 
du]l. There should be some entertain- 
ment," said a second-time visitor from 
Moscow. Although the government has 
recently opened up more islands, with 
picturesque names like Jolly Buoy, Red 
Skin and Snob, shortage of boats con- 
fines most visitors to Port Blair. 





ijay Prasada, manager of one of the 

two resort hotels in the islands, 
describes the ITDC's proposed project 
as "outlandish" and fears that an un- 
imaginative capital-and-concrete ap- 
proach will irreparably deface the un- 
spoilt loveliness of the islands. He 
suggests instead that tourism would be 


spent is 2276. Chances are slim that edu- 
cation's portion will increase much since 
there are large demands on public funds 
already — particularly in education, 
which is undergoing an overhaul of its 
often maligned secondary system — and 
the government is keen on holding the 
total public-sector spending to around 
16% of gross national product. 

The Chinese University of Hong- 
kong, with its 5,850 students, has 
sketched out expansion plans to raise its 
collection of students to 9,000 by 1994. 
Long-term plans anticipate more than 
12,000 students eventually will attend 
the hilly New Territories campus. The 
University of Hongkong, with its 6,550 
students, also has plans to increase the 
number to about 9,000 by the early 
1990s. Despite its cramped, urban cam- 
pus on Hongkong Island, university of- 
ficials say it should expand to over 
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better promoted by providing cheaper I 
and more reliable inter-island services | 
and facilities for marine sports such as a 
snorkelling and sailing. He has little | 
hope, though, that voices like his willbe 
heard over the clamour of construction. — 
The tourist complex, however, is only } 
peripheral to the overall development 
scheme which some hope, and others T 
fear, will transorm the Andamans. ON 
The animist tribals of the islands be- | 
lieve that night was created when an an- | 
cestor crushed a cicada and the “cry of 
the insect brought darkness upon the - 
world." What the dawn of the electronic ~ 
era will spell for a stone-age people, in- - 
cluding some innocent of the knowledge f 
of making fire, is a question to which f 
perhaps not even Puluga, the spirit of E 
the islands and the source of all things, | 





















y - 
would hazard an answer. B | 
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10,000 students. Officials at both uni- ^ 
versities see a new university as a threat | 
to those plans, laid to some extent with- | 
out cross reference between the univer- | 
sities which developed along different | 
traditions. 
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ongkong University, modelled on | 
the British system, offers a full cur- | 
riculum taught exclusively in English | 
and offers degrees in law, medicine and | 
dentistry. Chinese University is a blend 
of the Chinese and American systems. 

emphasising a four-year, general educa- 
tion curriculum with classes in both TH 
Chinese and English. This year the uni- | _ 
versity's first medical students will 
graduate, an engineering programme is |. 
about to be introduced and the univer- | 
sity plans to devise degrees in law and | 
architecture in several years. E. 
The question of how many university | 
spots are enough has no simple answer. | 
Since the establishment of the Univer- {| 
sity of Hongkong in 1911 and the joining p 
together of three small colleges to form | 
Chinese University in 1963, higher edu- | 
cation has been viewed as a practical |. 
training ground for a select few with at- | 
tendance tied to the employment needs | 
of the territory. With the job market i: 
i 
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and the wishes of the government large- 
ly dictating its shape, higher education 
has become a sort of bottleneck at the 
end of a competititve, complicated and 
often criticised system of education. — It 

Students are tracked at an early age f 
into either predominantly English or | - 
predominantly Cantonese schools. | - 
Tests show faltering proficiency in both | — 
English and Cantonese. And, for the ty 
small percentage who are accepted into | - 
either university, the quality of that |- 
education is still considered uneven. |. 
The opportunities for homegrown post- | 
secondary education have expanded in | - 
recent years with the creation of two f 
polytechnics — Hongkong Polytechnic f 
and City Polytechnic — which stress 
practical, vocational training. 

“Anyone who is really serious or am- 
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bitious is still more likely to go abroad," 
says F. C. Chen, the secretary of 
Chinese University. The. official esti- 
mate cites 12,000 students overseas, but 
many believe the figure is actually much 
higher. Some are forced abroad by a 
lack of places here. Some go in search of 
prestige or a better education. Increas- 
ingly, many enrol overseas with the no- 
tion of establishing roots elsewhere, of 
paving an escape route in case one is 
needed as 1997 nears. It is a costly deci- 
sion. To attend university in Hongkong, 
students pay HK$4.200 (US$539) in 
tuition, with typical total costs of about 
HK$14,000 including room and board. 
With the exception of China, which is 
beginning to attract a small number of 
Hongkong students, it costs much more 
to study abroad. Many colleges in the 
US carry a US$30,000 price tag with 
room and board. 

There are advocates of a third uni- 
versity who predict its creation would 
turn many of those students homeward. 
But many have turned their gaze to- 
wards China. For them, a new univer- 
sity will be more of a beacon bound to 
please Peking than one able to retain 
Hongkong students. 

This month, Exco is expected to take 
the first step in the creation of a third 
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university by reviewing the enrolment 
targets for higher education. Then a 
planning committee will draw up the 
outlines of the proposed academic pro- 
gramme as well as the possible cost of 
such an undertaking. With that outline 
the arguments for and against the pro- 
posal will sharpen. On one side there 
will be advocates such as Lee Quo-wei, 
a powerbroker in both business and 
government as the chairman of the 
Hang Seng Bank and a member. of 
Exco. “Hongkong must show itself to be 
viable and a benefit to China. The third 
university is important as an asset for 
China," says Lee. On the other side will 
be those more interested in improving 
the odds for students in Hongkong and 
improving them quickly. oO 
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Economic success from 
looking after number one 


Comeback by Ezra Vogel. Simon and Schuster, New York. US$17.95. 


n the Middle Ages penitents were 

forced to kneel outside the church 
with a wooden board round their necks 
cataloguing their sins; nowadays it 
seems they publish another book. In his 
1979 polemic Japan as Number One, 
which launched an already well-estab- 
lished Japanologist on a successful sec- 
ond career as a much sought-after guru 
of applied Japanology, Vogel an- 
nounced his conviction “that given its li- 
mited resources, Japan has dealt more 
successfully with more of the basic prob- 
lems of post-industrial society than any 
other country . . . in this sense . . . [they] 
are number one.” 

Mindful of the storm which the ear- 
lier work stirred up, Vogel’s sequel 
claims to “contribute more to under- 
standing by looking at concrete cas- 
es than by repeating generalisa- 
tions." 

To that extent the sinner is contrite, 
and to be fair, this time round the argu- 
ment is much tighter and more fully sup- 
ported by data, though the book suffers 
— albeit in a far less irritating and ex- 
treme fashion than the previous one — 
from a tendency to swallow uncritically 
the assertions about their society, its in- 
stitutions and future which many Japan- 
ese trot out and believe to be self-evi- 
dent truths. 

The book.is divided into four parts: 
the first reiterating the continuing Ja- 
panese economic challenge, the second 
the strengths of Japanese economic 
management, the third those of the US. 
The concluding part briefly suggests 
remedies to restore US competitive- 
ness. 

Vogel emphasises that Japan is a 
very strong competitor, is likely to re- 
main so and shows every sign of squar- 
ing up to new technological challenges 
as they come along. It would indeed be 
extremely foolish to underestimate Ja- 
panese determination in this respect, or 
the degree of support from the people 
themselves which fuels it, even at the 
price of rather primitive housing condi- 
tions and social and environmental costs 
unthinkable in the West. — 

Vogel is very lucid about what has 
produced and sustains this success: in- 
dustrial policy. This is not Soviet-style 
central planning, nor even French di- 
rigisme. It does not mean unlimited 
government money shovelled at care- 
fully chosen winners (financial aid to en- 
courage research in promising areas is 


given, but, according to Vogel, Japan 
spends more in effort and money on de- 
clining industries than on nurturing win- 
ners). 

Nor is it the product of cultural un- 
iqueness, for as Vogel shows, it is not 
without parallels in the US, and far from 
stifling the entrepreneurial spirit, it en- 
courages it. (The construction of the fam- 
ous supertankers, the first of which 
was adapted from original blueprints of 
the battleship Yamato, and which sym- 
bolised the Japanese challenge in th 
1960s, was the brainchild of two very er. 
trepreneurial individuals and had no- 
thing to do with bureaucrats. ) 

There appear to be three major as- 
pects of Japan's industrial policy. First, 
the government-business relationship; 


Miti: industry coach. 





secondly, the vast amount of informa- 
tion available in Japan and the use made 
of it, and thirdly, a caste of mind, not 
rooted in woolly notions of the unique- 
ness of Japanese society but in the post- 
war experience of defeat and devasta- 
tion, which has made it a national goal 
to substitute domestic production for 
foreign. 

Vogel characterises the relationship 
between government (and in Japan this 
includes the bureaucrats) and business 
in his detailed case studies (shipbuild- 
ing, machine tools, information-related 
industries) as one in which officials are 
“less the commanders than the 
coaches." They bring companies to- 
gether to work on targeted projects, 
prodding and pushing them forward. 
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There are government subsidies, 
though some of these come from sur- 
prising sources. 

The Ministry of International Trade 
and Industry (Miti) uses the proceeds 
from bicycle and motorbike racing to 
promote the machinery industry, and 
shipbuilding has benefited from an in- 
jection. of funds from the proceeds of 
speedboat racing — managed by a pri- 
vate foundation which until recently 
was controlled by former war trial de- 
fendant and Nobel Peace Prize aspir- 
ant, Ryoichi Sasagawa. The bureau- 
crats keep in mind broader strategic ob- 
jectives and developments, but it is up 
to the companies to slog it out on the 
learning curve and come up with the re- 
sults. 

In this relationship, and in the efforts 
of Japanese corporations to establish 
global market share, information plays 
a key role. Information is not looked 
"pon as something to be hoarded, but is 

hared between government and indus- 
try and among companies, especially 
through the trade associations, fostered 
by the relevant ministries, to which all 
companies belong. 

The flow of information about 
worldwide technological and marketing 
developments is phenomenal and is en- 





Robot assembly line: shared oration pro vided competion a: edge. 


couraged by symposia, publications and 
foreign visits. This gives Japan’s inter- 
national competitiveness its cutting 
edge, even if it does not lead to a deeper 
understanding of foreign cultures. Not 
that that really matters anyway, for with 
few exceptions the British did not 
understand India and this did not stop 
them from making it the jewel in the 
crown. 


Hors it is the third component 
of Japanese industrial policy, the 
obsession with creating as much value- 
added within Japan, that attracts one’s 
attention. To those famous slogans en- 
couraging modernisation in the late 
19th century, one of which was wakon 
yosei (Japanese spirit, Western 


technique), should be added a post-war 
one: kokusanka (substitute domestic 
production for foreign). Foreign com- 
petition that threatened Japanese 
domestie industry was (and still is), 
wherever possible, systematically kept 
out. 

This is true of machine tools — in the 
early 1960s Miti thwarted the efforts of 
highly competitive foreign machine tool 
makers to break into the Japanes mar- 
ket by helping secure cheap loans for 
domestic manufacturers. It is also true 
of numerical controlled machines, com- 
puters, semiconductors, software, satel- 
lite communications, agricultural pro- 
duce (where the Americans are un- 
doubtedly competitive) or wine (where 
the Europeans have comparative ad- 
vantage in terms of price and qua- 
lity). 

Kokusanka is pursued by fair means 
and foul, as the Hitachi and Mitsubishi 
efforts to steal IBM secrets reminded 
us, though Vogel brushes too lightly 
over this and other tricks. (Another 
example would be Miti's efforts to water 
down copyright protection for foreign 
software in Japan.) Nevertheless, the 
discussion of kokusanka will provide 
plenty of ammunition for those who 
doubt Japan's sincerity about really 


opening up its markets. It will also lend 
support to those who believe that 
joint ventures with Japanese firms of- 
fer ideal opportunities for information- 
and technology-stripping by the Japan- 
ese. 

The chapter devoted to American 
success stories aim to show that the US 
is not without cases where the public 
and private sectors can work together 
confidently and effectively to produce 
results. Vogel's most convincing exam- 
ple is the Agriculture Department's 
Foreign Agricultural Service which has 
helped boost American agriculture ex- 
ports. 

The service has adopted a num- 
ber of approaches that could have 
been taken straight from Miti's book: 


highly competent officials, the collec- 
tion and distribution of information and 
the formation of industry associations, 
especially to develop new markets and 
forge partnerships with private indus- 
try. The other examples, with the ex- 
ception of NASA and the moon shot, 
which reads too much like ersatz The 
Right Stuff, are rather off-beat. 

The final section intends to provoke 
debate and makes brief recommenda- 
tions for restoring American competi- 
tiveness in areas where Vogel believes 
the federal government is already ac- 
tive: strategic national industries, de- 
clining ones, trade policy, research and 
development and the commercialisa- 
tion of new technologies. They are un- 
likely to cut much ice with the present 
administration. 


G omeback is better than its predeces- 
sor. It provides an excellent ex- 
position of Japanese industrial policy, 
but as with Japan as Number One it pre- 
sents a very one-dimensional picture of 
the country: a successful economic 
machine in which the whole is greater 
than the sum of the parts. Perceived 
"weaknesses in the svstem" are men- 
tioned in barely three-quarters of a 
page. Social, political and institutional 
characteristics are taken as read and 
faultless to a tee. 

There are strange lapses. Not a few 
people will be surprised to learn that 
it is difficult "for Japanese companies 
to engage in oligolopolistic practices," 
(oligolopolies are a logical outcome of 
Japanese-style industrial policy) and 
that the West has much to learn from 
the Japanese about housing construc- 
tion — perhaps he means jerry-build- 
ing? 
The British will also be amazed to 
hear that they have abandoned man- 
ufacturing industry for service ones (an 
aspiration of some in the City, no doubt, 
but far from a reality). Finally, the de- 
veloper of the Takashima coal mines 
near Nagasaki was Thomas, not Ed- 
mond, Glover. 

One finishes this book wondering 
why on earth the Japanese are allowed 
to get away with it. They certainly can- 
not be blamed for taking advantage of 
the open societies and economies of the 
West, but it should no longer be accept- 
able for a country, which.at this stage 
ought to be contributing to world 
growth — like Britain after the repeal of 
the Corn Laws in 1846 — to be thriving 
selfishly behind the protection of à 
modern version of those laws (Koku- 
sanka). 

Perhaps if there is a “lesson from 
Japan” it is that economic success ulti- 
mately hangs on a closed society and 
closed economy; not so much “Japan 
as number one” as “looking after 
number one." That of course is a pro- 
foundly disturbing lesson. One won- 
ders if Vogel intended it. 

— Derek Massarella 
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Ey Robert Cottrell in Singapore 


| @ ingapore’s search for a means to re- 
W vive its declining economy is forcing 
- the government of Prime Minister Lee 
— Kuan Yew to reconsider some of its 
most fundamental policies. At the same 
time, it is raising the profile of newer po- 
litical leaders, such as Trade and Indus- 
- try Minister Tony Tan, who are trying to 
steer the ruling People's Action Party 
(PAP) towards a less interventionist 
Er E in the economy. 
-— On 27 December, Tan delivered to a 
sor cial gathering of senior civil servants a 
eech which looks likely to prove a 
Ww tershed in PAP economic policy. 
Drawing his text from The March of 
Folly. a book by US historian Barbara 
Tuchman, Tan said that “persistence in 
| erroneous policy, or a policy which has 
become erroneous because of changed 
circumstances, is the cause of folly in 
government." Civil servants, he told his 
audience, should “try to develop a sense 
o of when a government policy should be 
modified or reversed" and PRA un- 
p pleasant facts to the attention of . . . po- 
lit ical masters.” 
35 — Left there, as an abstract criticism of 
nflexibility, Tan's speech would have 
sen remarkable enough in Singapore. 
ut he went on to focus his criticism on 
e of the republic’s most inviolable in- 
Ei ktions, the Central Provident Fund 
(CPF) system of state-administered 
c Ead» retirement savings which 
now holds deposits of some S$26 billion 
US$12.2 billion). The CPF is a major 
re eason that Singapore has the highest 
y ross national savings rate in the world 
- 41% of gross domestic product in 
p compared with 31% for Japan. 
— “A high rate of savings is necessary 
in the early stages of a country's 
y growth," said Tan, *to enable the build- 
- up of economic and social infrastructure 
without having to resort to massive 
overseas loans . .. When the economy is 
gro owing rapidly, a high rate of savings is 
ap propriate . . . But when the economy 
is s sluggish, enforcing a high rate of 
compulsory savings, which cannot be 
rei nvested rapidly within the country, 
will lead to a further contraction in 
the economy . .. A temporary reduction 
in the rate of Central Provident Fund 
C contributions would not be inappro- 
> riate." 
_ (The CPF is funded by a levy — cur- 
Es 25% — on employee wages, 
m tched by a contribution from the em- 
pl oyer. The employee may draw on his 
ac ccount at 55, or earlier to buy a flat, or 
-a new flexibility imtrodusen recently 
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— invest 10% of his savings in trustee 
stocks and gold.) 

The shock value of Tan's proposal 
can best be seen by measuring it against 
remarks on the same subject made by 
the prime minister in his National Day 
speech four months previously, on 18 
August. Lee said then that “the CPF is 
the last item we should touch . . . The 
CPF is the nest egg of last resort." But 
Lee confirmed on 31 December that he 
had been persuaded to reconsider. In 
his New Year's message, he described 
the CPF rate cut as “one of the options,” 
being considered by his "younger col- 
leagues," and said that the reduction 
would be of a temporary nature only, 
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Lee; Tan: shock CPF proposal. 


perhaps two years, and would affect 
only the employer's contribution. 


ee was probably jolted into flexi- 

bility on the CPF issue by the acceler- 
ation of Singapore's economic decline 
through the second half of 1985. During 
his National Day speech, Lee reported 
0.6% real economic growth during the 
first half of the year, and forecast zero 
real growth for the year as a whole. By 
New Year's Eve, the figures had de- 
teriorated to a full-year GDP reduction 
of 1.7% , with the shrinkage running at a 
year-on-year rate of 5.5% in the final 
quarter of 1985. 

Some 90,000 jobs were lost during 
the year — two-thirds “guest” workers, 
a third Singaporeans. This year's school 
leavers are expected to push unemploy- 
ment up to 5-676. The other newly in- 
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Singapore's economic revamp will demand policy sacrifices 


The altar of change 


Taiwan and South Korea — are also suf- 
fering export-led setbacks, but none 
nearly so severely as Singapore. 

Lee’s main contention is that recent 
large increases in labour costs have 
made Singapore too expensive relative 
to other regional competitiors. In US- 
dollar terms, Hongkong wages re- 
mained static between 1980-84, while 
Singapore’s rose by more than 60%. 
Lower CPF contributions would be one 
way of cutting employer costs. Another 
bastion of rising labour costs, the gov- 
ernment-employer National Wages 
Council (NWC), has already bowed to 
the forces of recession. 

The NWC was told in September to 
stop recommending broad-band 
annual wage rises for the workforce 
in general, and confine itself to 
indicative remarks on the econo- 
mic outlook while employers and 
unions did their own negotiating. 
Lee has been saying that Singapore 
should brace itself for at least two 
years of wage restraint, including 
wage-cuts where necessary. His 
. government has so far resisted the 
ten nptation to enforce a ‘simple 

freeze, signifying presumably 
E it wants not just lower wage in- 
creases, but also an institutional 
shift towards a less-regulated wage 
market. 

The vaulting wage costs with 
— which Singapore is now struggling 
| were originally encouraged bv. 
- Lee's own government as a mean 
„to shake out inefficient companie_ 
and encourage more capital-and 
technology-intensive — production 
methods. Lee is now left with the job of | 
persuading workers that wages cannot 
continue to grow without the economic 

E to support them. Local wages 
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grew 2.5% in 1985, a 2% margin over 
inflation, and a 1. 396 margin over the 
government's estimate of 1.2% produc- 
tivity growth. A wage downturn may 
start causing a few hiccups in Singa-. 
pore's traditionally smooth labour rela- 
tions. An argument over redundancies 
caused a three-day stoppage at a small 
engineering firm on 2-4 January — 
Singapore's first recorded strike since 
1977. 

Even Singapore's de facto strong- 
dollar policy may now also be crumb- 
ling, though for any Singapore official 
to say so explicitly would be to open upa 
one-way street to speculators. The iras- 
cible Goh Keng Swee, who “caned the 
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- showed a t urry of weakness last 
| Sept retired from domestic 
politics. and now spends most of his time 
- advising China on economic modernisa- 
tion. The Finance Minister Richard Hu, 
who. succeeded Goh as chairman of 
the Monetary Authority of Singapore 
(MAS), the republics quasi-central 
. bank, js coming out from under Goh's 
. shadow — the two men are said to have 
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got on badly — and developing his own - 


more measured official personality and 
public views.’ 
Asked by Singapore’s Business 
Times whether the government was 
| happy with the Singapore-dollar ex- 
change rate, Hu replied: *Let the mar- 
| ket- p We just do not want the 
| speculators to take advantage." (Al- 
though the Singapore. dollar nominally 
floats, dts xchange rate is managed by 
| s an instrument of 
‘here were, said Hu, 
raving a strong cur- 
e legative: side, we get 
xports becoming non- 
competitive. But on the positive side, 
inflation is being held down by a strong 
dollar... . Overall, it is impossible to 
quantify exactly the desirability of 
either a high or low exchange rate. 
What is important is to have a stable ex- 
change rate.’ 


DB . the way for a weaker 
Singapore dollar, and that such a move 
would particularly benefit Singapore's 
service sector, less exposed than manu- 
facturers to the pressure of higher im- 
port costs. A depreciation of the dollar 
would be a relatively painless way of re- 
ducing local wages. If taken together 














tributions, it might also help to stimu- 
late a degree of inflation which would 
offset Singapore’s wage awards and 
high real interest rates, and perhaps 
ven aid the collapsed property market. 
A lower dollar, lower CPF rates and 
| a free market in wages would between 
| them help produce a Singapore radi- 
cally different from the tight-knit, high- 
| 
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cost economy which went into a tailspin 
a year ago. So, too, would further im- 
plementation of the plans, announced 
by Tan in his March 1985 budget 
speech, of privatising some of the gov- 
ernment’s commercial activitities. The 
only fruit of privatisation to date has 
been the sale of 16% of the equity of 
Singapore Airlines, the price of which 
flopped in the wake of the November 
collapse of the publicly quoted Pan- 
Electric Industries, and the three-day 
closure of the Singapore and Kuala 
Lumpur stockmarkets in early De- 
cember forced by the imminent collapse 
of several local stockbrokers exposed 
to: forward dealings in Pan-Electric 
shares. 
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ankers say they believe that Hu is- 


with a reduction in employee CPF con- 


‘Businessmen say one further much- 







ard rate of 1 


( te-profits tax. They 
say that, while th cut would matter lit- 
tle to the many companies which are not 
making profits this: year, it would, by the 
same token, be a very cheap and 
psychologically. important gesture for 
the government to make. A cut to 20%, 
they say, would blow away Singapore’s 

"high-tax" image, and might also help 
swing Singaporean workers' ambitions 
away from the security of salaried jobs 





towards more self-starting, entrepre- 
' neurial endeavours. 


While Lee and his colleagues now 
seem willing at least to listen to various 
politicians and pressure groups busily 


lobbying for a more market-oriented, 


non-interventionist Singapore, it re- 
mains to be seen whether the govern- 
ment is really looking for new long-term 
policies, or just for short-term ex- 


pediencies to kick-start the economy. 
If, for instance, CPF rates and profits 
tax were cut merely as a two-year remis- 
sion rather than as a permanent mea- 
sure, the gesture would have little or no 
long-term benefit. 

. No employer would be encouraged 
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to — his panes in Singapore in 
the sure knowledge that his costs would 
be ratcheted up once more as soon as 
the economy began to improve. The 
CPF, in particular, badly needs a new 
olitical rationalisation, with its original 
Job of financing infrastructural develop- 
ment now largely completed. 

A major diagnosis of the Singapore 
economy is still due from the 12-man 
economic commission set up last Feb- 
ruary under Junior Trade and Industry 
Minister Lee Hsien Loong, the prime 
minister's son. Several sub-committee 
reports have already been submitted 
and published, generating little excite- 
ment. The commission's main report, 
originally due in December, has now 


been postponed until February, still in 


time for its recommendations to be con- 
sored for: inclusion: in the 1986-87 
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f hatever the results of the poli 
WW debates or the commission's reg 
nobody is forecasti much OF arece 
m Singapore this vear ale 
Year’s Eve that the go 
zero real GDP gros 
banker says he sees no re 
should be better than 1985, 
ing for a 5% decime. A 
stockbroking firm is informalh 
ing an 8-10% shrinkage in the fir 
A big local bank says it expects 
half GDP decline of 3-455. 
Construction activity i5 
climng. The financial se 
many problems vet to co 
overstretched local stc 
ind from collapsed proper 
E ajor broker or prop 
pany as yet gone bust, but ana 
say it can only be a matter of ti 
| Foreign bankers may be temp 
crowd the bad news into 19 
writing off doubtful debts 
than carrying them over into 
Stockbrokers say only three or. 
local broking firms are in ser 
difficulties; a banker says that o 
three or four are nor. Tourism fri 
pick up later in the year as the of 
ing of still more surplus hotel ¢ 
city forces operators to offer si 
of the world’s cheapest rates 
first-class rooms. 
‘Lee seems to be hoping 
the economy will visibly re 
by late 1987. If its problems 
purely. internal, they might be 
with in that time. Although its n 
factured exports go to the L 
Europe, and despite attempts t 
up business with China, much 
gapore's economy is depend ent 
servicing its economically e 
neighbours in the Southeast A 
region. | 
One big boost to Singapore s econ 
omy would come if world commo 
prices surged upwards, raising t 
spending power of its neighbou 
Analysts say that is unlikely. Inste: 
they worry about the effect of cor 
ing low prices on Malaysia — Sing 
pore's nearest and most closely e 
twined commercial partner — which} 
not matched its dwindling public an 
private finances with anv badly needex 
austerity measures. 



























Frances Williams in Geneva 


resident Reagan's veto in Decem- 
"" ber of the protectionist Jenkins Bill, 
hich would have imposed swingeing 
urbs on textiles imports into the US, 
$ not provided unalloyed good news 
or exporting countries. His accom- 
nying instructions to US trade offi- 
Is to “most aggressively renegotiate” 
^ Multi-Fibre Arrangement (MFA), 
' world trade pact on textiles which 
xpires in July, suggests a harder US 
ne than seemed likely a few months 
j, and where the US leads, the Euro- 
ans are expected to follow. 

The US has not yet put its negotiat- 
g cards on the table, and it may well be 
tat some, at least, of the tough talking 
aimed primarily at placating the still- 
Ociferous protectionist lobby at home. 
But developing-country exporters are 
racing themselves for some rough stuff | 







































ons resume at the 
neva headquarters of 
neral Agreement 
Tariffs and Trade: 4 
The.. MFA, “which 
governs -the bulk of; 
orld trade in textiles. | 
etween the rich and | 
OOr nations, was de- 
ned to give the West's 
ing textiles industries 
eather to adjust to 
-COst . competition 
r the Third. World 
e ensuring steady 
wth of developing- 
intry exports. Intro- 
ced in 1974 and re- 
wed in 1978 and 1981, 
ias become progres- 
sively more restrictive. 
ilateral deals, espe- 
| with the big- 
uppliers — Hong- 
:, Taiwan and South Korea — often 
n export growth well below the 
Jer built into the MFA, while 
providing for - 
"ant. "risk of market disruption" 
een used to justify still-stricter 





ar Or so ago, exporting countries 
emanding that the. MFA be 
d forthwith, leaving trade in tex- 
ject to the normal rules of Gatt. 

at position, too, has softened con-. 











sd, Other smaller exporters, like 







“exceptional 


bly. ‘The big suppliers admit they . 


canta: system was. suddenly dis-. 


> barriers 


tiles producers get. set t for tough negotiations 


z] 





| | E 
Heagan: aggressive stand. 















The possibility of a collapse in the 
negotiations if the West insists on stiffer 
terms is not being ruled out. ^A tough 
US line might completely block the pos- 
sibility of success," according to Darry 
Salim, Indonesia's textiles representa- 
tive in Geneva. If so, the hardliners — 
led by India and including Turkey, Sri 
Lanka. Pakistan and Bangladesh — 
would not be sorry. 

The  developing-country | group 
meets in Peking in March to agree to a 
common negotiating position... But it is 
certain to demand that any new MFA 
must both be more liberal and must 
pave the wav for the return of textiles to 
the Gatt fold. “The spirit and practice 
for liberalisation of trade must be | 
there," says Joun Young Sun, the | 
group s South Korean spokesman. 

The exporters are not without am- 


hen (informal then formal) negotia- | munition. They point out thatthe US, 


backed by Europe and 
Japan, 
prime mover behind the 
new round of trade- 


to start late this year. 
Failure to agree to a new 
MFA would jeopardise 
other US objectives for 

|. the new round, espe- 
| cially i in freeing up trade 
in services like insur- 
| ance and transport. 

4; According to pers 
reaching . the . Gatt, 
Japan has asked" ‘or vol- 
untary restraints on cot- 
ton-yarn exports from 
China and Pakistan, 





"restrictive measures" if 
moderation is not forth- 
coming. Japan already. 
wants to extend beyond 
1986 an existing. three-year volun- 


tary restraint. agreement with South 


Korea. 

Japan's domestie yarn producers are 
up in arms over a sudden surge in im- 
ports, which have more than doubled 
since 1981 and are now equivalent to 


more than 40% of home production.. 


But Japan remains by far the world's 
biggest textiles exporter overall, des- 


‘patching more than US$5 billion worth 


of goods in 1984. The Japanese Govern- 
ment is. not admitting to requesting 


these "voluntary" pacts (Taiwan, too, 
has been asked to curb exports, this 
| ime. of knitwear) which sit uneasily with 
da -— which benefits Hom. spe- | its 


professed desire for greater trade 
iberalisation abroad and. more: OPEN, 
iarkets at home; 





has been the 
| vears" with stiff 
-the big n and tighter "flexibility" 
liberalisation talks due - 


backed up by hints of. 

















| peat of the recent “highly destabilising” 


says it wants: freer trade but maintains: 
that US industry cannot cope with a re- : 









import.surge, up a quarter in 1983 and © 
another third in 1984. It is determined | 
to make» more and tougher bilateral 
deals next. time round. and wants an 
MFA which makes this possible. “If you 
look at all the US bilateral restrictions a 
year from now they will restrain more 
production, from. more countries, at 
lower levels" savsasenior US trade offi- | 
cial in Geneva. = — | 
The US has made it clear that it | 













wants MFA coverage extended to new 
fibres — silk. linen and. ramie mixtures 
— and cutbacks in growth ra 
quotas for the dominant supp 

make room" for imports from 
countries. The US has % 
negotiated deals with Thaik ind, 
donesia and Israel which permit it to 
pose restrictions on non-MFA fibres 
that are almost certainly illegal under 


present rules. 

M eanwhile, the E uropeans, 
professing. to favour * 

liberalisation,” 

to follow Wz 

European C 

fourth MFA 










while 
“pr ogressive 
look increasin 
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ssion .: ; proposing a 
“a minimum. of. four 
T t quota restrictions for 





provisions (which permit .carryover- of 
unused quotas, for instance). The EEC 
is also pressing suppliers to lower their 
import barriers to European textiles. 

But the EEC's 12 member govern- 
ments are in some disarray over the- 
commission's. recommendations, and 
ministers may not agree to.a common 
position until February or March. The 
accession this month of Spain and Por- 
tugal, both exporters of low-cost textiles 
which stand to benefit from a protected 
European market, is certain to. 
strengthen the hand of the trade hawk. 
opposing relaxation. | 

Their position would be still further | 
enhanced if the US goes ahead with | 
threats to impose curbs on EEC textile | 
imports, bringing to an end the "gentle- | 
man's agreement" between the indus- | 
trial countries not to restrict each 
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other's goods. EEC exports to the US 
have jumped by 30% in the past 12 
months against a 6% drop for the "big 
three" .suppliers to the US market: 
Taiwan, South Korea and Hongkong. 
The stage is set for some hard bar- 
gaining at the Geneva negotiating table 
when the 43 MFA signatories meet 
again next month. But despite the huf- 
fing and puffing, a compromise is the 
most likely outcome. One way forward 
has been proposed by. Martin. Wolf of 
the Trade Policy Research Centre, the 
independent London-based think- tank 
— a final 10-year MFA programmed. to 
phase out restrictions, gi ing both sides. 
ample notice of the ne 
Noone in Genevart 
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More difficult to achieve than to afford. 
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17 Years 


Questions about long-term 


international business ventures? 
Project planning? Market research and 
analysis? Long-term/short-term 
financing? Bond issues? Capital? 
Foreign exchange? Call LTCB, the 
Long-Term Credit Bank of Japan. 
We're one of the world's leading 
international banks. We specialize in 
looking at business long term, so we 
can help you plan for long-term 
success. And our experienced staff 
knows international finance through 


and through. If you have questions, LTCB 
can find the answers. 
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We saved US$743,000 
in3 months . 
through a working 


partnership with HP. 








*At Samsung Semicon- and engineering analysis 
ductor & Telecom- throughout the process. 
munications Ltd (SST), i, ee asa 
the HP 3000 ts 68 able to increase our yields 
mpm Tunning the by 2 percent by quickly 
Semiconductor Product- gie ul 
ivity Network (SPN) a 
ty ; during the work-in-process 

has improved yield rate stage 
of chips and shortened ip | 
production time enough “We did a cost analysis 
to pay for the system three months after the 
in 90 days." installation and realized 

a US$743,000 gain. The 
3ST is a leading manutact- savings have continued to 
urer of high tech products 


increase since then. 





in Korea. With 6,000 
employees, the company D 1 qM "The strong HP service 
manufactures a wide range s meee) and support team de- 

of products, ranging from microcomputers finitely contributed a lot to the system’s 

to fibre optics to 256K DRAM chips. success. They have been backing us on-site, 


Kim Dae Jun, General Manager of the EDP providing technical and project management 
department, said, “The HP computers were assistance to ensure we met our aggressive 
installed to automate production of semi- implementation schedules even under 
conductors. The special software enables us extremely tight schedules. 

to accurately check lots and reduce missing *Our experience with HP makes us 
runs in the production process. It also allows confident to further automate our 

us to collect engineering data plants in the near future." 
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You should consider a working partnership with HP. Now. 
Call or write to your local office. 


e Australia Hewlett-Packard Australia Pty Ltd., Blackburn, VICTORIA. Tel: 895-2895 è China China Hewlett-Packard Co. Ltd., BEIJING. Tel: 280567 

* Hong Kong Hewlett-Packard Hong Kong Ltd., HONG KONG. Tel: 5-8323211 * India Blue Star Ltd., BOMBAY. Tel: 4226155 * Indonesia Berca Indonesia P.T., 

JAKARTA. Tel: 373009 * Japan Yokogawa-Hewlett- Packard Ltd., Sukinami-Ku, TOKYO. Tel: (03) 331-6111 * Korea Samsung Hewlett- Packard, SEOUL. 

Tel: 784-2666, 784-4666 © Malaysia Hewlett-Packard Sales (Malaysia) Sdn. Bhd. KUALA LUMPUR. Tel: (03) 2986555 * Philippines The Online Advanced Systems 
Corporation, Makati, METRO MANILA. Tel: 815-3810 * Singapore Hewlett-Packard Singapore (Sales) Pte Ltd., SINGAPORE. Tel: 4731788 

e Taiwan Hewlett-Packard Taiwan Ltd., TAIPEI. Tel: (02) 712-0404 KAOHSIUNG. Tel: (07) 241-2318 * Thailand Unimesa Co. Ltd., BANGKOK. Tel: 234-0991/5 


BIG JET FEEDER 


Today's big jets mean big numbers of passengers. 
Not all these passengers set out from the large cities, 
many rely on local air services to feed them to the 
jets. Around the world the 36 seat Shorts 360 is 
increasingly recognised as the most comfortable and 
cost effective aircraft to perform this vital airline 
role. Airlines in Thailand, Malaysia, China and 
Australia are using the Shorts 360 to help keep 

the jets full. 


So if your airline has big iets — think small. 


Boeing 747 
450 passengers 


Steeagsaces D ge 


sancoposiesnoee fo) I 


Airbus A310 
265 passengers 
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McDonnell Douglas 
MD80 
172 passengers 


_ Boeing 737 
130 passengers 


SHORT BROTHERS PLC Far East Regional Office 
Suite 811-12, Ocean Centre, 5 Canton Road, Kowloon, Hong Kong. 
Telephone: 3-662241 Telex: 59146 SBPLC HX 


SHORT BROS. (AUSTRALIA) PTY Ltd. 
20 Loftus Street, Sydney 2000, NSW, Australia 


Telephone: 02-273701 


Telex: AA23969 
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s be. mechanical heida scoop 
up the last of the annual wheat har- 
stralian plains, the country's 
export ^ authorities fear 
further p ice -cutting as a result of a new 
rm-protection law passed in the US. 
The JS farm bill, signed on 24 De- 






| cember by President Reagan, provides 





JS$5 billion in subsidies and support 
» US farmers over three years. Al- 
gh it includes some measures to cut 
uction, the bill has been criticised 
ustralia as following the EEC down 
path of highly subsidised agriculture 
ith severe impact on smaller pro- 
ers of temperate-zone commodities. 

'anberra has been faced with rural 
st similar tö the pressures that 
ed Reagan to fall in with farm lob- 














bies in congress. Concern about debt 


and low net earnings has quelled much 
of the factionalism in Australian coun- 
try politics, giving the farm industry its 


most unified voice — expressed by the - 
National Farmers’ Federation (NFF) — | 


in many years. 
The NFF organised the biggest dem- 


|. onstration yet seen in Canberra when it 


assembled 30,000 farmers outside a tax- 


-]- ation conference in July. So far, its 
| leadership has tended to take a free- 
|- trade approach, seeking removal of the 


protection and regulation around farm 
inputs rather than subsidies. 

But even with the Australian dollar 
down about 26% on a trade- -weighted 
basis over calendar 1985, rural produc- 


ers still face declining incomes. The 


Federal Government's Bureau of Ag- 
“cultural Economics (BAE) predicts 
iat in the fiscal year 1985-86 (July- 

June) the net value of rural production 

will fall 26% as input prices rise faster 

than prices received. : 

This prospect has DE rank- 
and-file pressure on farm spokesmen to 
set aside their free-market approach 
and push for direct support from the 
government. But neither Australian 
Labor Party Prime Minister Bob Hawke 
nor his conservative predecessor Mal- 
colm Fraser have shown signs of fighting 
protection with protection. As US- 
Europe and US-Japan tension over ag- 
ricultural trade has grown in the 1980s, 
Canberra has relied on negotiation. 

This has had some success. Strong 
arguments by Australia made it difficult 
for Japan to offer more than gradually 


. |. increased access for US beef. Early last 
A year, Hawke persuaded the EEC to re- 


frain from selling subsidised meat in cer- 
tain Asia-Pacific markets where Austra- 


|J lia is established as a supplier. 


For some years Australia has used 
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bilateral dialogues before the mid-year 
summit of the seven major industrial 
countries to urge inclusion of agricul- 
tural commodities in revision of the 
General Agreement on Tariffs and 
Trade. 

In August, Canberra attempted to 
take its attack on European protec- 
tionism — which it sees as the basic sick- 
ness in global farm trade — to the Euro- 
pean public. It published a four-year 
studv of the EEC's Common Agricul- 
tural Policy carried out by BAE director 
Andy Stoeckel, which estimated that 
European consumers and taxpayers 
contributed by transfers and subsidies 
some 60% of the value added by EEC 
over the pre- 
vious deade to a subsic y of US$47.4- 
55.3 billion. 

. Externally, the EEC’s policy de- 
pressed world prices of the main tem- 





Average weekly asking price 
, (F.O.B.) USS per tonne 


ciel ae Australian Wheat Board. 


perate- -climate aned products by 
about 16% on average through stimu- 
lated production and subsidised ex- 
ports, the BAE study said. This cost 
Australia about A$1 billion (US$684.9 
milhon) a year. 


he US has also been irked by Europe's | 


tendency to market more of its sur- 
plus abroad. But to Australia's dis- 
may, Washington has chosen to use the 


same weapons. The first blow came last | 


May, with the US Government's “Ex- 
port Enhancement Policy" by which US 
grain traders offering approved dis- 
counts in target markets were reimbur- 
sued with free government grain. — 
While the target markets were those 
where the EEC shipped subsidised 
grain, many were also regular buyers of 
Australian wheat. A sale of 500,000 ton- 
nes of US soft red winter wheat i in Sep- 
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carly L 
for 2 milli 
in the 19% 
September). 
policy may. 
Washingtoi 
being inclu 
Union plac + 
lia for 2.5 mil 
ordered abor 
With abo 
able for expo 
harvest and 
carried over fi 
lian Wheat B 
about 9 mill 
cember. Low, vi 
pean and Arg 
meanwhile, cont 
market prices up from a- 
about US$125 a tonne for sta 
wheat in July to about US$ 4 
(sil below the U S$153 av 
January 1984), : | 
The Wheat Board had little. tH 
congratulate itself on having side: 
ped the US policy. The new farn 
stitutes the grain export-enhan 
scheme for three years, with guari 
funding. And, the subsidy. be 
mandatory, regardless of whethi 
actually needed in full to secure ; 
The bill affects several ot e 
modities important to Australia. 
duction of about 8.5% in the l 
herd will bring an influx of mie 
grade beef into US and foreign mi 
While winding back the dairy in 
the US Government will also sell at 
150,000 tonnes of dairy products à y 
on world markets over the next: 
years. Sugar, cotton and rice mar 
are also affected by a widening of s 
sidised export credit. 
Australian Minister for Primary 1 
dustry John Kerin and Trade Mit 
John Dawkins sent a letter of prot 
of Agriculture 
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| US Secretary J 
Block, saying the bill could only depr 

| world markets. 

| The two said high-level represe 

tions would be made in Washingt 





see the farm bill applied with the 
mum damage. to Australia, Like: 
of Australia’s diplomacy on 
this is of necessity a damage-coi 
eration. An. underlying hope 
some Australian farmers and t 
cials is that if trade war is in 

will be short and severe eno ugh to E 
Europe into serious negotiation. 
































































_ By Charles Smith in Tokyo 
| Wy The year 1985 may go 
= |down in J apanese his- 
tory as a time when 
the government — 
and to some extent, 
private business — for 
the first time in recent 
history came face-to- 
ce with some of the underlying prob- 
Eins ns facing the economy. 
The final quarter of the year saw a 
B esncuar 20% appreciation in the yen 
exchange rate against the US dollar — 
something that all Japanese economists 
now admit to have been long overdue. 
f But yen revaluation, in retrospect, may 
tum out to have been not so much a 
b Riptütion to the problems that have been 
hreatening to cause a crisis in the re- 
lationship between Japan and its trading 
| partners as a means of bringing the crisis 
| | to a head. 
One result of the shift to a higher yen 
exchange rate could be to force the coun- 
E to seek a domestic basis for long- 
term economic expansion, instead of 
E GliGwing growth to come overwhelming- 
_ ly from exports and from private capital 
4 | investment — mainly export-related. 
| In the short term, the implications of 
yen appreciation could be even more 
| painful. The adoption of a realistic ex- 
| change rate — and the consequent loss 
. of competitive edge suffered by many 
E Japanese industries in world markets — 
as threatend to set off a deflationary 
T that might turn out to be the worst 
‘since the economy contracted in the 
year following the 1973-74 oil shock. 
Indications that Japan's three-year- 
| old recovery might be about to give way 
to a mild recession had begun to show 
up in the economic indicators well be- 
Ic ore the now famous 22 September 
Group of Five (G-5) meeting in New 
"York set the scene for a revision of ex- 
| change rates. The economy's quarterly 
| growth rate turned sharply down in the 
'd quarter of 1985, as exports to the 
| US ran out of steam and China began 
a cutting back on its orders of Japanese 
a . consumer goods. A steady decline in the 
| | year-to-year rate of increase in indus- 
_ trial production and the beginnings of 
| Lb an inventory-adjustment phase b 
manufacturers were other signs that ali 
pos not be well with the economy. 
But in the view of most analysts, 
none of this compares with what is likely 
to happen from now on as the high yen 
Dites cutting into export earnings. 
| Nearly all Japan's private economic- 
“velo pe Deheve that Nep 
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Japan after the export boom 


terly gross riatióni product growth will 
fall to a zero or to a minus figure in the 
first quarter of 1986, as net exports take 
what will probably be their steepest 
plunge since the recession of 1981-82. 
As exports fall, the manufacturing in- 
dustry will cut back drastically on its in- 
vestment plans, analysts say, leaving the 
domestic economy without what has 
hitherto been its main source of growth. 
Consumer spending, which accounts 
for more than half of Japan's GNP in ab- 
solute terms, may continue to edge 
slowly forward. But if employment and 
corporate profits deteriorate in the first 
half of 1986, as now seems likely, wage 
awards by industry could fall too. If this 
happens, even the modest 3% growth 
rate registered by private consumption 
during most of 1985 could prove hard to 
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Note: The years are calendar years. The second quarter of each calendar 
yew is the first quarter of the "p dank al fiscal your. 


maintain, the private sector argues. 
GNP growth in the coming fiscal year 
(beginning on 1 April), could (and 
probably will) fall below 3%. That is a 
floor which has only once been pierced 
in the past 30 years, with the definite 
risk, according some economic think- 
tanks, of growth in the range of 2-2.5%. 
G overnment economists have pooh- 
poohed much of this analysis, claim- 
ing that Japanese businessmen habitu- 
ally cry wolf if the yen strengthens even 
when their real mood falls well short 
of despair. According to Kunio Miya- 
moto, deputy director general of the 
Economic Planning Agency's (EPA) 
Coordination Bureau, the private- 
sector scenario for the economy in 
1986 overstates the deflationary effects 
of yen appreciation and ignores the fact 
that cheaper imports should lower 
prices within the domestic economy and 
thereby stimulate consumption. 
MP and his colleagues argue | 
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REVIEWDIAGRAM by Frank Tam 
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that when the positive effects of yen re- 
valuation begin to show through 
(perhaps around mid-year), the down- 
ward revision of investment plans that is : 
expected to occur early in the year will 
be reversed upwards, That would make’ 
way for a new era of domestically led 
growth that will compare favourably 
with the bad old days of export-led ex- 
pansion. The result of all this cou/d be 
GNP growth in 1986 of as much as 4% , 
the government argues 
stresses that "uncertainties in the eco- 
nomic environment surrounding Japan 
might lead to a revision of this scenario. 
The government view of what may 
happen to the economy in the coming 
year has the merit of looking on the 
bright side of things, and at least seems 
consistent with the fact that Japan has 








Cars for export: plunging. 


often done better in the face of econ 
mic adversity than seemed likely be- 
forehand. However government actions 
have $ gvested considerably more 
worry about what may lie ahead for the 
economy than the reassuring pictures 
painted by people like Miyamoto. 

In the final week of 1985, Prime 
Minister Yasuhiro Nakasone took the 
unprecedented step of publicly an- 
nouncing that the Bank of Japan (BoJ, 
the central bank) would lower its dis- 
count rate at least once during the first 
half of the coming year — thereby . 
breeching what has traditionally been 
regarded as the central bank's sover- 
eignty over monetary policy. More im- 
portant than a shift in monetary policy 
— though the BoJ's discount rate has 
not, in fact, been reduced since the end | 
of 1983 — may have been the way in 
which the government seems to have 
bent over backwards to make more 
money available for  public-works 
decre in the 1986 meets Withont tar 5 
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pearing to betray its commitment to 
"fiscal responsbility." 

The budget for public-works spend- 
ing has been one of the main victims of a 
campaign that has been under way since 
about 1980 to cut “general” budgetary 
expenditure. But in the coming year, 
while continuing to reduce the size of its 
main budget, the Ministry of Finance 
(MoF) plans to pump more funds into 
the public-works sector through the in- 
genious device of expanding the so-call- 
ed Fiscal Investment and Loan Pro- 
gramme (FILP), or “second” budget. 

The FILP, which is in essence à sys- 
tem of lending funds deposited in the 
post office savings-bank system to pub- 
lic: corporations such as the National 
Highway Construction Corp., will grow 
by 6.2% in the coming fiscal year while 
the general account of the main budget 
(which is financed from tax revenue and 
direct government borrowing) remains 

zen at the 1985 level. 


"he big rise in FILP lending should 
mean, according to an off-the-cuff 
estimate by the Nihon Keizai Shimbun 
— Japan's leading financial daily — that 
the government's actual outlay on pub- 
lic works in 1986 rises by around 5%, 


INDUSTRIAL PRODUCTION 


 (% gain from previous year) f 


even though the public-works item in 
the main budget will receive a slightly 
smaller allocation than in 1985. This 
contrasts with a net fall in the nominal 
value, and a much steeper fall in “real” 
public spending over the past four 
years. 

The sleight of hand used by the MoF 
to step up public-works spending is not 
the only example of unorthodox proce- 
dures in the 1986 budget. As part of a 
campaign to channel private-sector re- 
sources into what have in past been 
strictly public activities, the MoF has ag- 

reed on a scheme of tax incentives which 
it hopes will lead to the formation of 
what it calls “third-sector” enterprises. 
These are defined as joint ventures 
formed by a coalition of private com- 
panies, the central government and 
local authorities. 

.. The first “third-sector” enterprise 
the government hopes to see formed 
will have the specific task of building a 
bridge over Tokyo Bay — a massive 
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project which could, in theory, acceler- 
ate the growth of the Japanese economy 
by a full 0.5% during the first year of 
construction. The lengths the MoF has 
gone*to get the project moving at least 
indicates the urgency with which the 
government now seems to view the task 
of pump-priming the economy. 

If the MoF is successful in breathing 
life into the construction and other pub- 
lic-works associated industries during 
the first half of 1986, through its “third- 
sector" programme, some of the worst 
fears of private analysts about the short- 
term deflationary effects of yen revalua- 
tion may turn out to have been exagger- 
ated. But the quick fix which the gov- 
ernment is seeking to apply to the econ- 
omy will not solve longer-term, more 
basic problems arising from the shift in 
the exchange rate. 

One unfortunate effect of yen re- 
valuation is that Japan's dollar-denomi- 
nated current-account surplus may 
grow in fiscal 1986, even if the economy 
itself expands fast enough to produce a 
net reduction in the yen-denominated 
size of the surplus. A more basic prob- 
lem, which the government still has to 
find ways of resolving, is to change the 
"mentality" of Japanese businessmen 


Nakasone: economic dilemma. 


and consumers — so Japan starts 
generating the demand for more of its 
own products. 

A series of *market-opening" pack- 
ages, culminating in the ambitiously 
named “Action Programme" of July 
1985, sought to remove various barriers 
to imports so that booming Japanese ex- 
ports could be balanced by a slightly 
healthier flow of imports. 

With the Action Programme now at 
least partly implemented, however, it is 
becoming clear that the economy still 
suffers from a structural bias that tends 
to push capital and goods out of the 
country — rather than into domestic 
consumption. A sign the government 
has now woken up to the seriousness of 
this problem was the appointment, in 
October, of an informal 17-man com- 
mittee of experts to advise Nakasone on 
"structural" changes needed to enable 
the Japanese economy to co-exist more 

So far, capital outflows from Japan 
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are continuing at a high level, despite 
the stronger yen and a rise in Japanese | 
interest rates. However, the impact of |. 
any reversal of capital flow could be |. 
dramatic — both for investment, de- 
mand and probably growth in Japan. 
One way of lessening the structural 
imbalance, according to independent 
economists, would be to reform the tax 
system drastically, to make savings 
(which now account for a massive 17% _ 


of disposable income) less attractive to | 


the average Japanese wage or salary 
earners. Another problem is the over- 
whelming incentive to invest funds out- 
side Japan that is constituted by high US 
interest rates and the relatively low re- 
turns available in Japan's own bond or 
securities markets. 

Interest-rate differentials — com- 
bined with high real corporate-tax levels 
and a relative scarcity of incentives for 
direct investment in new production 
facilities — have virtually forced major 


Japanese companies like Toyota or: 
Hitachi to turn themselves into “finan- | 


cial corporations” in recent years, some 
analysts say. By doing so, the Toyotas 
and Hitachis have certainly not lost 


money, but they may have failed to use | 
their resources in ways that could have | 


contributed to growth of demand and | 
employment inside Japan — while mak- | 
ing it easier than ever for foreigners to 
absorb more Japanese products. 


n issue which lies even closer to the 
heart of Japan's current predica- | 
ment is the failure of labour to keep its | 


end up in the annual battle to share out |- 


the “spoils” earned by manufacturing — 
industry. During the past five years or- 
so, according to researchers at the EPA, 
capital has been consistently increasing | 
its share of industrial value-added while 
the portion distributed to workers as a 
result of annual *Spring Wage Offen- 
sive" has shrunk steadily. 

The EPA, along with many private 
economists, sees this as one of the main 
reasons why consumer spending failed 
to take off properly during the growth 
cycle that began in 1983. A solution to 
the problem could be for the govern- 
ment to use its influence on employers 
to give more away to workers — instead 
of less, as tended to be the message dur- 
ing the difficult years that followed the 
two oil shocks (in 1973 and 1979). 

Whether government guidance to 
the private sector on the level of wage 
awards (or anything else) can make a 
significant impact on the structural prob- 
lems of the economy in the aftermath of 
yen revaluation is a moot point, to put it 
mildly. But at least the authorities now 
seem willing to try. This is a far cry from 
the situation of a year or so ago, when - 
Japanese bureaucrats and politicians 
tended to take the line that anything 
that might be amiss in the Japanese 
trade relationship with other industrial 
nations was due to “foreign business- 
men not trying hard enough.” B. 
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The rising of the yen — 
debate comes full circle 


The sharp apprecia- 
tion of the yen and its 
side-effects on Ja- 
panese manufacturing 
companies seem like- 
ly to cause plenty of 
late nights in 1986 for 
officials who make it 
their mission to safeguard the nation’s 
industries. Small companies, in particu- 
lar, have been hit by massive cancella- 
tion of orders since the yen started 
climbing against the US dollar and other 
currencies after the Group of Five (G-5) 
finance ministers’ initiative last Sep- 
tember. 

"We've been here before — only this 
time it looks like being a great deal 
worse,” is how one Japanese business- 
man sums up the impact on his company 
of the recent, sudden appreciation of 
the currency. 

So far as the first half of the comment 
is concerned, the facts seem to bear out 
this sense of deja vu. The 20% apprecia- 
tion of the yen against the US dollar be- 
tween 22 September 1985, when the G-5 
held its now-famous meeting in New 
York, and mid-November, when the 
rate settled at around ¥203:US$1, was 
certainly shocking. Yet the margin of 
increase and the eventual parity were 
both less than in 1978, when the yen 
climbed from the mid-250s to a post- 
World War II high of ¥175:US$1. 

The attainment of a yen-dollar parity 
of less than 200 was greeted with cries of 
dismay in late 1978 from industries, 
ranging from motor assembly to textiles 
and with thinly veiled satisfaction by 
“materials” industries such as oil refin- 
ing (for which a dearer yen meant a mas- 
sive foreign-exchange windfall). But 
profits suffered less — and the positive 
efffect of yen revaluation on Japan's 
terms of trade turned out to be more 
significant than most analysts had 





.feared. The experience of the yen re- 


valuation might have been set down asa 
generally happy one for Japanese indus- 
try if the 1979 oil shock had not pushed 
the rate sharply down again before busi- 
ness had had time to adjust fully to liv- 
ing with a strong currency. 

At first sight, it might seem that the 
effect of a high yen on Japanese industry 
in 1986 should be exactly the same as in 
1978 (or the same as it would have been, 
had the process of adjustment not been 
rudely interrupted). The immediate im- 
pact of yen appreciation on the 60% or 
so of Japanese exports which are priced 
in dollars should logically be to force ex- 
porters to raise prices by the margin of 
yen revaluation — thus avoiding ex- 
change losses after dollar export earn- 
ings have been converted into yen. But, 
whereas in 1978 many of the stronger 


export industries (including motors and 
electronics) did precisely this, the pat- 
tern of price increases in 1986 looks 
likely to be very different. 

With the exception of a few bold 
spirits such as Sony Corp. (which an- 
nounced in mid-November that it would 
raise prices in the US market by 5-129756) 
most exporters seem to be taking the 
view that demand is too weak to permit 
increases of more than 3-4% on pro- 
ducts that are already on sale. Exporters 
whose consumer goods are priced in 
yen, by the same token, appear to have 
accepted that they will have to absorb 
substantial price cuts if they are not to 





S $ Bu. 
Car assembly: adjustment to yen challenge. 


risk losing out in the US market, either 
to domestic US competitors or to low- 
cost competition from South Korea and 
Taiwan. 


L ower yen-denominated prices for Ja- 
panese exports — or dollar-price in- 
creases that fail to take into account the 
full margin of yen revaluation — would 
be all very well if Japanese industry 
were in a position to cut production 
costs at home. But this is another area 
where the situation at the start of 1986 is 
alleged to compare unfavourably with 
the previous round of yen appreciation. 

In 1978, industries such as steel, cars 
and electronics were in the early stages 
of ambitious rationalisation plans — 
often involving the wholesale introduc- 
tion of industrial robots instead of work- 
ers — that were designed to make ex- 
ports more competitive than ever. 


Today, investment in rationalised pro- 
duction systems is on the downturn in 
most sectors — though a few industries, 
such as food processing, are still said to 
have scope for increasing automation. 

The lack of scope for further 
rationalisation of production methods 
does not mean that industry cannot cut 
costs any further, but it does mean that 
cost-cutting 1986 style is likely to be 
more painful (and less flattering to man- 
agement’s self-esteem) than the 
methods used in 1978. According to 
analysts at Sanwa Bank, many big com- 
panies in assembly industries like cars 
and electronics are already pressuring 
their subcontractors for the cost cuts 
they have not been willing (or able) to 
introduce themselves. This would seem 
to be another way of saying that, while a 
sudden appreciation of the yen is bad 
news for big exporters of finished man- 
ufactured products, it could be far worse 
news for the small companies who sup- 
ply them with parts and components, 

The bright side of yen appreciatior 
that it may force Japanese industry to 
embark on two kinds of structural ad- 
justment that would have taken much 
longer to realise if the exchange rate had 
remained stuck in the mid-250s. A 
3200: US$1 exchange rate could enable 
companies such as NEC, Hitachi or Mit- 
subishi Electric to realise profits from 
offshore (mainly North American) 
manufacturing projects that would have 
eluded the same companies before. 

An example of this trend was Mit- 
subushi Electric's announcement in the 
first week of December of an ambitious 
plan to build colour TV sets and car tele- 
phones on a greenfield site in Georgia. 
Mitsubishi acquired the land for its new 
factory in April but the size and scope of 
the project was not decided until Oc- 
tober or November — and the decision 
partly reflects calculations about the ef- 
fects of a high yen on domestic Japanese 
manufacturing costs. 

A second positive outcome of ' 
appreciation (as far as the electronics in- 
dustry is concerned) could be to trans- 
form the product structure of some 
companies in a direction which wilkulti- 
mately make for a better pattern of 
work sharing between Japan and newly 
industrialised countries (NICs). Mit- 
subishi Electric has already embarked 
on a company-wide survey aimed at dis- 
covering which of its current range of 
products can absorb the effects of yen 
revaluation through price increases or 
cost reductions, and which will have to 
be gradually phased out. 

A likely outcome of this study is that 
the company will decide to step up out- 
put of specialised, or high value-added 
goods, such as very large-size TV re- 
ceivers, while reducing output of some 
more standard goods. At Hitachi, 
meanwhile, a campaign is under way 
to combine technologies of different 
divisions of the company to pro- 
duce “unique” products that can with- 
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particularly j in the * next six months — 

Hitachi expects | to incur heavy foreign- 

l > losses on the-US$320 billion 
h of its exports (6.4% of total sales) 

that are dollar-denominated. 

lectronics makers such as 























Hitach Mitsubishi and NEC, together - 


car assemblers like Toyota and Nis- 
in, represent the elite of Japanese in- 
| dustry 1 in the sense that they should be 
able to adjust dynamically to the chal- 
nge of yen appreciation either by reor- 
ising their product lines or by mov- 
production capacity outside Japan. 
"or some other heavily export- 
ted industries, the situation 
; cs different. In the machine-tool 
industry, where even highly sophis- 
ticated, computer-controlled lathes | 
or machining centres are now sold 
mainly on price, yen revaluation 
could have a devastating impact on 
profits, especially on a handful of 
aggressively expansionist com- 
panies which are more than 50% de- | 
pendent on export markets. 


T once-powerful steel industry 
is seen as another major casualty 
-of the high yen. In the mid-1970s, 
according to spokesman Masatoshi 
Nakamura of Kawasaki Steel, the 
overseas sales of most steel com- 
^panies were either matched or ex- 
ceeded by their imports of raw 
materials (chiefly iron ore and 
coal). The result was that exchange 
losses incurred on exports of finish- 
ed steel were more than made up for 
' profit windfalls on imports. 
jxday, as a result of steadily in- 
| creasing export ratios, this is far 
from being the case. 
With the exception of Nippon 
Steel (where the figures are probably 
about twice as high) most of Japan’s big 
five steel companies probably sell 
US$100-200 million more in foreign 
markets than they spend on imports. 
And since the higher yen immediately 
affects export earnings, while it takes six 
months for cheaper iron ore and coal to 
move through the inventory system, this 
: adds up to heavy short-term losses for 
the industry, Nakamura complains. 
|. The gloomy outlook for steel is re- 
flected in a Ministry of International 
Trade and Industry (Miti) forecast 
which sees the industry producing at its 
lowest levels since late 1982 during the 
first quarter of the current year. Drasti- 
cally lower profits in the March term 
also seem certain for the Big Five, 
though most companies are reluctant to 
“say just how much they expect their re- 
: teriorate 





Steel, and shipb ding (a chronically 


recession-bound industry now facing. 


stronger-than-ever competition from 
dE seem likely to be the two most 
serieus casualties of yen revaluation in 
the big-company sector of Japanese in- 
dustry. But neither of them has woes 
comparable to those of the hundreds of 
thousands of small manufacturers who 
occupy the submerged lower tier of Ja- 
panese industry. 

Apart from the pressures being 
exerted by big companies on their sub- 
contractors to cut prices, the small-busi- 
ness sector suffers from structural weak- 
nesses of its own that are already being 
highlighted by the yen revaluation. The 
most crucial problem is that goods pro- 
duced by small companies tend to be 
“low-tech” items that are inherently un- 
suited for upgrading through research 


(US$ billion) . 


*Provisional. 
Note: Years are fiscal years starting on 1 April. 


euet m oh AR nr Moda ONO E aA t ihre oer eiii aar ar Mr e aaa aaan aean ritur malati 
T 


Trade balance 


*Half year only. 





PREVIO 


be produced much more cheaply by 
firms in the NICs. 
Small companies make up a sizable 
proportion of the Japanese textiles, and 
especially garment, manufacturing in- 
dustry which was beating a steady re- 
treat in the face of other Asian com- 
petitors even with the benefits of a weak 
exchange rate. Canned food, ceramic 
tableware, bicycles, glassware. 
cigarette lighters and toys are other 
areas where yen revaluation casts a big 
cloud over the viability of small-scale in- 
dustry. In all of these sectors, research 
carried out by the Tokyo Chamber of 
Commerce and Industry has revealed 
massive cancellation of export orders 
since the onset of yen appreciation, 
though as yet no dramatic rise in bank- 
i p or lay-offs. . 

stinc vei feature of small-scale 
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mainly in service industries. —— 
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and has proved "quite. valuable," 
cording to a spokesman for the 
ceramics makers. Still more npo: 
has been a system of “first aid" loan 
ganised by the Aichi prefectural gov 
ment. This allows small companies 
borrow up to ¥30 million at a mere 5 
— 2.5 points less than the standard 
term prime rate. The Aichi prefectu 
loans can sometimes be made avail 
without collateral, an important p 
for companies which are already in. 
up to the hilt with ordinary commen 
banks. 

Miti is expected to institutionalis 
rescue programme for smali exp: 
pendent companies this year bv 
a Jigyo Tenkan (Company Tran: 
tion) law which will provi 
emergency funding to back c 
the business lines of small cor 
































Bruce Roscoe in Tokyo | 

The housing industry 
in Japan has recently 
enjoyed a modest re- 


ernment, in its fiscal 
1986 budget, has pass- 
ed up the chance to 
T —— give areal boost to the 
one sector which could create an explo- 
sion in domestic demand and thus re- 
duce export dependence. | 

- Strict building regulations, declining 
disposable income against rising land 








struction. And they all reflect the low 
national priority given to an improved 
ving environment. — 

Land costs continue to outpace both 
€ consumer price index and real in- 
come growth. Of three housing-tax re- 
form proposals the Construction Minis- 
try submitted to the Ministry of Finance 
(MoF) for the new budget, only one was 
approved. 
<o The MofF, in its drive for fiscal aus- 
ferity, has moved some distance to- 
-wards easing up funds for home-build- 
ing, but not nearly far | 
enough to make a differ- 
ence. For example, it will 
raise. the income limit of 
hose home-buyers eligible 
.for tax deductions from ¥8 
million (US$39,603) to ¥10 | 
nillion. Even then, a maxi- | 
um of only *150,000 in 
inual loan repayments can 
' deducted each year — 
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Asean countries ex- 
-pecting the strong yen 
ito increase their com- 
‘modity exports to 
Japan in 1986 will 
probably be disap- 
. pointed, Even before 
the yen was adjusted 
e dollar-hit orchestrated by the G-5 
nce ministers' meeting in New York 
tember 1985, a range of mainstay 
exports to Japan had plummeted 
rice — with volumes also hit badly, 
ome cases. This is a strong indicator 
collapsing demand. 

Even if internal Japanese demand 
recovers as a result of an export slow- 
down induced by the high yen, a big 























covery. But the gov- 






costs and miserly tax breaks all combine _ 
to thwart growth in quality housing con- | 
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1e yen gets stronger 
le demand weakens 


mp in prices is needed. But such a re- | 
ery is not in sight, judging by many - 




















Housing has improved so much I ve got 
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private Japanese economists’ forecasts 
for GNP growth of 2-3%. 

The fall-off in some Asean exports to 
Japan has been steep. In January-Oc- 
tober 1985, Malaysian tin fell in volume 
by 40.2% , though the yen cif price held. 
Malaysian rubber dropped 15.2% in 
volume, 25.6% in price. Thailand ap- 
peared to take up a little of the rubber 
slack, but this was achieved by a 21% 
price cut, | 

Significantly, this downturn in 
Asean trade occurred when Japan's 
buying power peaked, in terms of US 
dollars generated by record exports to 
the US, but continued even when the 
yen began to strengthen. Thus far, in- 
creased Japanese purchasing power has 
not sucked in imports. =~. | 
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no change on 1985. . x 


is to be increased 


Total housing a (govern- | 


ment loans included 


by 7.9% to ¥5.44 trillion — but this | 
does not necessarily mean that total | 


(public and private) housing inyestment 
will increase in real terms relative to 
other sectors of the economy. | 
Total housing investment as a per- 
centage of gross national product is 
forecast to grow in real terms by 4.6% in 
1986 to € 15,7 trillion — but this is con- 


| ditional upon GNP growth of 4%. How- 


ever, private economists hotly dispute 
the official GNP forecast, most putting 
the probable rate at 2-396. So, it is 
doubtful if housing investment growth 
will surpass the 3.1%-of-GNP level ex- 
pected for fiscal 1985 (ending 31 


March). The 1985 figure itself was well .: 


down on the 5.195 achieved in 1984 


Such investment has declined steadi 
since 1979, when it was 7.4% of GNP) 


he Construction Ministry also lost 
out on appropriations for public- 
works projects, which would have had 
higher priority than housing, indicating 
how small a-chance housing had of re- 
ceiving a boost. The public-works bud- 
get is down 1.2%, to ¥6.13 trillion. 
Yearly housing. starts since 1980 
have stood at around 1.1 million, com- 
pared with the pre-oil shock 
(1972) level of 1.8 million, 
and 1.5 million in 1977 when 
demand showed temporary 
signs of recovery. In Tokyo, 
the problem is less one of 
| supply than of quality and 
| In most years since 1978 
| construction of rental units 
has exceeded owner-occupied 


global imports in the year ending . 


March anticipate stagnant volumes and _ | 
import 





cheaper US-dollar prices in-all- 
categories except machinery, for which 
no price change is expected. Total im- 


ports are forecast to drop 1.6% in vol- 


| ume and 6% in US-dollar prices. Food 


imports are forecast to drop 3.1%; tex- 
tiles 18.9%; metals 1.1%: other raw 
materials 11.6%; coal 0.4% + crude oil 
17.8%; chemical products 6.226; others 
5.4%. For most of these categories im- 
ports are again forecast to fall in the fol- 
lowing year — though by less. | 
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houses, reflecting out-of-reach land 
prices. In Tokyo, this trend is more pro- 
nounced — and a Daiwa Securities 
study expects it to continue. Many city 
dwellers appear to have given up all 
hope of ever owning a house or con- 
dominium, settling instead for disposa- 
ble income to spend on living. In 1984, 
the average price of a home exceeded 
yearly income by 5.9 times; a four-fold 
increase is regarded as low enough to 
stimulate demand. 

The big swing towards rental units 
has encouraged several housing com- 
panies to create a refurbishing and re- 
modelling industry. The property-rights 
law favours the occupant over the 
owner, so a tenant can settle in for a 
lifetime. While he is there, he will want 
to improve his surroundings. Misawa 
Homes Co. expects the current ¥7 tril- 
lion-a-vear investment in refurbishing 
to double in five years. 

City land prices for residential hous- 

ig are being pulled up by sharp rises in 
-ommercíal-land prices, which in 1985 
rose 5.8% in Tokyo, Osaka and 
Nagoya. The Tokyo Metropolitan Gov- 
ernment sees land prices moving higher 
yet, the result of a recent decision to re- 
verse an earlier (successful) policy of 
encouraging industry to leave the city. 

Tokyo wants companies to re-locate 
from the neighbouring pre- 
fectures, partly for the tax in- 
come. Some land developers, 
such as Tokyu Land Corp., 
know what this will mean. 
They have stopped buying 
land for residential property 
development and decided to 
concentrate on building ren- 
tal housing, office units and 
shopping centres. 

Sumitomo Realty and 
Development Co. also no 
longer regards housing as 
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profitable, because of regulations re- 
quiring developers to build a certain 
number of public facilities, such as 
roads and schools, to qualify for a resi- 
dential-building permit. And the delays 
in issuing such permits (up to 10 months 
after application and purchase of land) 
increases the cost of the developer's 
financing. 


pinions differ on whether or not 
there is a shortage of land in Tokyo. 
Farm land occupies as much as 5.8% of 
Tokyo land, or 12,730 ha (housing takes 
up 40,480 ha). But most “farmers” will 
not sell, nor are they compelled to. A 


WHERE THE LAND GOES 


National use —- — 


(1,000 ha 


Estimated. 
*Includes open fields and bodies of water. 
Source: Construction Ministry. 





THE URBAN EQUATION 
Tokyo city land usage 


*Includes lakes and other bodies of water. 
Note: Percentages are rounded. 
Source: Tokyo Metropolitan Government. 





capital-gains tax of up to 50% encour- 
ages them to hang on to their land 
when land prices are still rising. Deve- 
lopers such as condominium. builders 
say they can get nearly all the land 
they want, but not at the price they 
want. 

The developers’ real problem ap- 
pears to lie more in beating regulations 
prohibiting new house-building on 
existing sites. This restriction results 
from a peculiar situation in which a 
large percentage of Tokyo dwellings are 
now classified as illegal because they 
defy present-day building codes. Typi- 
cally, these sites are too close to a road 
or too near neighbouring houses; 
householders have the right to their 
existing house, but not to tear it down 
and build a new one. The building- 
height restriction, determined accord- 
ing to ground-floor space, also dampens 
developer ambitions. 

Although much of the housing brief 
falls within the jurisdiction of the Con- 
struction Ministry, which seems 
genuinely interested only in large-scale 
projects, land policy is the charge of the 
National Land Agency (NLA). The 
NLA, set up in 1974 principally to con- 
trol land prices (which had rocketed 
32.4% the year before), is weak. It still 
has virtually no home-grown staff. 

As of April 1985, the 
NLA could boast an original 
staff of 25 officials; the re- 
maining staff of 427 were on 
loan from other ministries 
and agencies. The NLA is in 
danger of disappearing al- 
together. Prime Minister 
Nakasone’s administrative re- 
search council has recom- 
mended that the NLA and the 
Hokkaido and Okinawa de- 
velopment agencies merge to 
cut administrative costs. 0 








revious year, Japanese Government 
officials have indicated that concern 
over access to US markets probably will 
stimulate more direct investment into 
the US. As at 31 March 1984, Japan’s 
cumulative total of investment in Asean 
stood at US$11.3 billion, or 19.1% of 
total global investments of US$61.27 
billion. 

This fairly reflects, even exagger- 
ates, Asean’s trade importance to 
Japan: Asean takes only 8.3% of total 
Japanese exports, yet supplies 16.1% of 
Japanese imports (1984). By contrast, 
the US absorbs 35.2% of Japanese ex- 
ports, and accounts for 19.7% of im- 
ports. 

Although Asean recorded a trade 
surplus of about US$7.9 billion with 
Japan in 1984 (when Asean mineral-fuel 
exports are excluded), the trade balance 
shows a deficit of about the same 
amount. Asean economic ministers are 
pressing Tokyo to import more manu- 
factures, but the pattern in these im- 
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ports appears fixed. In recent year, they 
averaged just over 7%. While the high 
yen in theory should make Asean manu- 
facturers more attractive in price, it will 
also do the same for competing man- 
ufacturing exporters supplving Japan's 
markets. 


f more concern for Asean, how- 

ever, is the probability of stepped- 
up competition among Japanese manu- 
facturers for market share at home, 
should manufactured exports to the US 
shrink because of the high yen (or new 
protectionist steps). In normal times, 
such competition is fierce; when exports 
fail, it becomes unrelenting: sales in the 
huge home market must expand, con- 
straining the demand for imported man- 
ufactures. 

Since October, major manufacturers 
have been extracting price cuts from 
layers of subcontractors to arrest the 
climb in export prices. This may also 
work to sharpen cut-throat domestic 


competition in manufactures. Japanese 
trading companies are forecasting a 1- 
12% fall in the US-dollar value of ex- 
ports in nearly all categories for fiscal 
1986. The main exception is cars, where 
sales are projected to rise 5.176 to 
US$36.4 billion. 

Asean is unlikely to increase exports 
of manufactures to Japan, whichever 
way the yen fluctuates in the short 
term. 

Japan's market-opening measures 
may hold some hope for Asean. In the 
series of tariff cuts announced in 1985 
were items of importance to Asean — 
palm oil, boneless chicken, bananas. 
But tariff cuts are only a first step, of 
benefit to Japanese importers who pay 
less tax on the products. Whether ex- 
porters stand to benefit will depend on 
their ability to negotiate new prices that 
take into account the lower tariffs. 

In addition, the cuts were in the main 
the result of direct US pressure on 
Japan. — Bruce Roscoe 




















ls eye ona. 


PROVING economic fundamen- 
are giving stockbrokers in the 
lippines fresh hope that the 
'kmarket may finally be able to turn 
nd from its prolonged decline 
ch began in late 1983. The market in 

recorded another big drop (of 
y 31%) in the volume of shares 

, but aggregate value was flat at 
07 billion (US$108.9 million), re- 
price appreciation in some 
rs and movements in favour of 
Hgher-priced commercial and in- 
trial issues. 













Ockmarket should benefit from the 
jrojected growth of up to 1.5% in the 
country's gross national product this 
ar, which would reverse declines of 
39e and 3.95% in 1984 and 1985, re- 
tively. Domestic interest rates are 
own to levels of 13-16?6 from 
ghs of nearly 50% in the first half of 
985. Brokers have also taken heart 
ðm a perceived halt in the outward 
flow of capital that became pronounced 
in late. 1983 and early 1984, when the 
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conomic and political crisis. 

. The Philippines’ drawdown on 27 
Jecember of the third and fourth 
tranches of its standby credit facility ex- 









country's economic-recovery program- 





iso brightened up business prospects. 
The drawdown was accompanied by an 





s budget deficit (which was raised 
rom P6.2 billion to P13 billion for 
85) and was to be followed in early 
nuary by the release of the second 
he of the new credits from the 
try's foreign-bank lenders. 
Nith this added leeway, the Philip- 
Government is now in a better po- 
m to stimulate economic activity, 
ticularly in sectors badly hit by de- 
ressed domestic demand throughout 
985. Additionally, the elections (for 
sident and vice-president) set for 7 
bruary are viewed as boosters to con- 
iption, provided spending does not 
h the type of inflationary heights 
+h would again require liquidity-re- 
ion operations. That would restrict 
ness to needed funds anew. | 
NE problem which has plagued the 
irket for most of the past two years — 
| difficulty for foreigners in repatriat- 
profits in anything but pesos — has 
d considerably. It now takes only 
ut two weeks, according to one 
oker. The only requirement is that the 
/estment must be registered with the 
1 bank at the time of purchase 
has always been the case). As for 
: . broke 
















































As a mirror of the economy, the. 


;ountry was plunged into a debilitating 
ended by the IMF in support of the - 


me for the 18 months to June 1986 has. 


of the IMF conditions on Man- . 


from the. 








. asked the central bank to issue a cir- 
| cular spelling out the situation and 
giving clear guidelines for new invest- 
ments. UL MM E 
* FOR the equities market, these 
developments could only enhance trad- 
ing. The elections, for instance, could 
trigger enough speculative sentiment to 
influence investment, according to one 
broker. Economists at the Centre for 
Research and Communication are more 
confident, with forecasts that several 
businesses should be able to cash in on 
the anticipáted buoyancy — though 
they advise businessmen to try to reach 
sales goals in the first half of the year, or 
risk missing the boat. | 

Market experts point out that even in 
the dark days of 1984-85, some stocks 
were veritable gems, providing yields 
that surpassed even the already-high re- 
turns on government securities. Brok- 
ers also cite currently low price/earnings 
multiples (of down to three in many 
a and high cash yields (of up to 
13% in a few issues). Many shares 
















Market 


E 1984-85 
- capitalisation | 








(P million) 


now trade at near-lows reached over the 
past year, an indication of possible capi- 
tal gains. Nonetheless, such high-paying 
stocks remain very few indeed. 
 Commercial-industrial shares ac- 
counted for nearly 85% of the total 
value turnover in the past vear, with ac- 
tivity centred on such issues as Globe 
Mackay Cable and Radio Corp., San 
Miguel Corp. and Philippine Long Dis- 
tance Telephone Co. Globe Mackay, 
for instance, closed the year at P 15.25, 
for an increase of 86%. The firm was 
also estimated to show a cash-yield rate 
of nearly 10% for the year. San Miguel, 
the — beer-and-food .. conglomerate, 
notched up capital gains of 31% and was 


















pick-up in domestic demand this year 
will translate into improved financial 
positions for many of the listed commer- 
cial-industrial firms. 
.Most mining issues remain ham- 
pered by unfavourable market condi- 
_ tions (caused by weak prices resulting 
from lower consumption and rising in- 
. ventories). One mining stock that stood 
















tipped to post a cash yield of 12%. Mar- 
ket experts believe that the projected 






Manila and Makati exchanges have | which also has interests in tyre manufac- 















turing and banking, aside from its highly 
efficient. copper mines. Most other 
mines stand. to gain — given that they 
hover currently around their lows — if 
copper and gold prices on the world 
market remain firm. — 

€ UNLESS significant discoveries are 
made this year in the area of oil explora- 
tion, listed oil shares will remain largely 
ignored. The government has an- 
nounced plans to launch à campaign to 
invite foreign oil-exploration investors 
to consider possibilities in the Philip- 
pines. For that campaign, prospective 
investors will be lured with seismic and 
aeromagnetic data collected over the 
three years to mid-1985. Nevertheless, : 

couple of oil stocks ended 1985 wit! 

capital gains of around 200% (in the 
case of Philippine Overseas Drilling) 
and 38% (Oriental Petroleum). 

The collapse of a major listed 
semiconductor firm, Stanford Microsys- 
tems Inc., should keep market players 
cautious and highly selective in placing 
their bets. Stanford Microsystems, 
which attracted a lot of investor atten- 
tion only five years ago, collapsed as a 
result of shrinking markets for semicon- 
ductors, the increased cost of capital, 
and work stoppages caused by labour 
strikes at its plant. Studies are being 
conducted on possibilities for re- 
habilitating the firm, but the experience 
will no doubt temper the nascent op- 
timism on the market. 

While brokers have been clamouring 
for the listing of additional profitable 
enterprises — such as the multinationals 
and family-owned enterprises — recent 
government attitudes towards certai: 
corporations controlled by so-calle: 
cronies of President Ferdinand Marcos 
are negating those efforts. For instance, 
LMG Chemicals Inc., a producer of 
alkyl benzyne for soap and shampoo 
makers, was listed in early January — 
but its prospects are already blurred by 
a presidential decree that grants 
another firm, the United Coco-Chemi- 
cals Inc., sole right to import such chem- 
icals (in addition to its domestic produc- 
tion of coconut fatty acids that will even- 
tually substitute for LMG’s output). 
LMG Chemicals is a joint venture be- 
tween a local family that established its 
business roots in chemical manufacture, 


anda Japanese group. | 


out in 1985 was Philex Mining Corp., |. 


Brokers insist that the one key condi- 
tion of any lasting revival of interest in 
the stockmarket would be the holding of 
clean and honest elections. Along with 
many other businessmen, brokers be- 
lieve that investors will remain in the 
sidelines, in fear of a more serious poli- 
tical crisis ions are 
widesprea 
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The Taipei World Trade Center Trade Mart. 
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Taiwan, ROC, offers you Asia's largest, full-facility 
exhibition complex. The TWTC Trade Mart — 


Covering an area of nearly 47,000 sq meters, this massive seven-story 
complex houses some 3,000 of Taiwan's leading export and import 
companies. The Mart also is the venue for more than 30 trade shows 
held annually. 


Not only will you see the best that the country has to offer, but you'll also 
have the opportunity to meet with fellow businessmen from around the 
world. All at one go. All under one roof. 

Facilities include a magnificent seven-story central atrium created specially 
for tall exhibits like yachts and cranes; telephone, telex, post, restaurants ... 
even a service center to answer your queries. All operations are fully 
computerized. 









TAIPEI 
WORLD 
At TRADE CENTER ~ 


China External Trade Development Council 
. 201 Tunhwa North Road, Taipei, Taiwan, R.OC. 
5 Hsinyi Road, uae 5, Taipei, Taiwan, Republic of China Telex: 21676 CETRA 
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For Future Generations 


These smiling children are the hope of Asia. They dream of the future and, 
like all children, they are eager to grow, eager to learn —— if given the chance. 
L We at Kobe Steel understand 
what their faces reflect: Nations striving to build a future rich with opportunity. 
And we are helping them —— and you —— through technology transfer, 
industrial projects, and the supply of industrial goods. 
We know the future depends on it. 
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Wherever you find progress 





<> KOBE STEEL, LTD. 


TOKYO HEAD OFFICE: Tekko Bldg., 8-2, Marunouchi 1-chome, Chiyoda-ku, Tokyo 100, Japan/Tel: (03)218-7111/Telex: 222-3601 K 
SINGAPORE OFFICE: + 22-02 DBS Bldg., 6 Shenton Way, Singapore 0106/Tel: 221-6177/Telex: RS 23338 KOBSTL 
KOBE INTERNATIONAL (S) CO., PTE. LTD. : 60 Pandan Road, Jurong, Singapore 2260/Tel: 264-2444/Telex RS 26574 KISC( 
Offices also in New York, Los Angeles, Düsseldorf, London, Mexico City, Bahrain and Melbourne. 


KOBELCO is under application for worldwide trademark registration. 


Finally. A free flight plan | 
that makes it easy to fly free. 


Join the people who know. 





How easy is it? Just take 3 round trips to You can even transfer your awards so HONG KONG NEW YORK 
New York in Executive Class, for example, your family can fly free, too. That's hard TAIPEI 
and your next trip* to the States is com- to beat. MANILA TOKYO SMENE 


pletely on us. 


Join the people who know. Call Northwest 


KUALA LUMPUR IM SEOUL IÀ 


LOS ANGELES 


Not that we're stopping there. You can Orient or your travel agent for more SAN FRANCISCO 
also earn upgrades to First Class, get 2 information today. The more you know, SHANGHAI OSAKA 

tickets for the price of one, and cash-inon the more you'll go Northwest Orient. GUAM SEATTLE/TACOMA 
free or discounted hotels and car rentals. «Economy Class OKINAWA HONOLULU 


For reservations, call your travel agent or Northwest Orient: 
Auckland 794-977 Calcutta 431373 Guangzhou 61803 


People who know...go 





® 


av 





NORTHWEST ORIENT 


Jakarta 326439 Kuala Lumpur 2429633 Manila 521-1911 
Hiroshima (082)247-5741 Kaoshiung (07)272-5505 Lahore 872340 
Colombo 597138 Hong Kong 5-217477 Karachi 551215 Madras 044-87703 
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BUDGETS 







Sy Lincoln Kaye in Jakarta 


j ndonesia's 1986-87 budget breaks new 
ground in ways that President Suharto 
would rather have avoided. For the first 
time in the 20 years of his development- 
oriented New Order regime, govern- 
ment outlays and receipts will decline in 
nominal terms. An anticipated 14% 
slump in oil revenues, to Rps 8.1 trillion 
(US$7.2 billion), is to blame. Even that 
projection is based on what some 

alysts term an optimistic assumption 
of US$25 a barrel over the year. 

At the same time, foreign debts are 
falling due faster than Western banks 
and aid donors are willing to provide 
more funds. For every dollar’s worth of 

weign aid or credit received in the 

yming fiscal year (beginning on 1 
April), Indonesia will have to pay out 
US$1.16 — a net outflow position that 
marks another unhappy “first” for the 
New Order. 

Indonesia's current-account deficit 
on the balance of payments is also 
projected to rise in 1986-87 by 5.296 
to US$8.1 bilion. This reflects a 
slight fall in goods and service exports 
to US$18.94 billion, and a rise in the 
services deficit (to US$8.1 billion) 
which will offset an expected slight 
fall in goods and service imports to 
US$13.04 billion. Foreign-exchange 
reserves, however, stand at US$10.6 
billion, providing more than nine 
months' import cover — and inflation 
is running at a modest 4.3%. Suharto, 
too, in his parliamentary budget speech, 
reiterated his pledge not to devalue the 
rupiah. 

The present situation somewhat re- 

mbles that of 1983, when — faced 

th slumping oil revenues — Jakarta's 
policymakers introduced a set of fiscal 
and monetary reforms and a wholesale 
rescheduling of government investment 
projects. Some measures scheduled for 
1986-87 represent a follow-through on 
the same underlying policy, according 
to such leading “technocrats” as Coor- 
dinating Minister Ali Wardhana and 
National Planning chief J. B. Sumarlin. 

A land and development tax is ex- 
pected to contribute revenues of Rps 
284 billion in its first year of operation. 
Together with the income tax and value- 
added tax (VAT) introduced as part of 
the 1983 reform package, the new tax 
should help offset the chronic prepon- 
derance of oil and natural-gas revenues 
in government income. Income-tax re- 
ceipts could show a slight dip, as reces- 
sionary conditions worldwide take their 
toll on earnings. But the VAT — the ac- 
tual receipts of which outstripped pro- 
. jected levels in 1985-86 — are targeted 
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The unkindest cut 


donesia pares back development spending as revenues fall 


for a further 28.6% increase in 1986-87. 

Aside from increased tax receipts, 
Suharto called for a 30% boost in re- 
mittances (to Rps 954 billion) from 
state-owned enterprises through im- 
proved management and supervision. 
Observers linked this comment with 
Wardhana's suggestion at a press 
briefing the night before the budget 
that last year's ports and customs re- 
form (REVIEW, 25 Apr. '85) might 
represent just “the first item on a long 
list" of government moves in the near 
future against corruption and ineffi- 
ciency. 

Altogether, higher tax receipts and 
remittances by state-owned enterprises 


PARED BACK TO THE BONE 
(The indonesia state budget) 


Property and Land Development Tax* 
Non-tax reve 
je RPC OP e — 
— Programmeaid 
Project aid 


Autonomous regions subsidies 
Debt service f ESSA ORUM AAAA 


Abroad- 

Subsidies 
Rice stocks 
Fuel 


Other 


VEVELA ARENE 
Rupiah 
Projectaid 


23,046.0 


*As of 1986-87, t 
Note: Year begins on 1 April. 





are projected to boost non-energy re- 
venues to nearly 45% of government in- 
come in the coming fiscal year, up from 
a traditional level of just 33% in the 
early 1980s. 


nother new policy is the setting of 

time limits for the carry-over of un- 
disbursed budget surpluses. In recent 
years, some projects under both the 
rupiah and the foreign-exchange por- 
tion of the budget have fallen way be- 
hind schedule due to “implementation 
difficulties." Asa result, realised expen- 
diture has been running at nearly 10% 





6,349.8 
4,297.2 


21,421.6 
new tax supplants Regional Development Dues and Wealth Tax. 





below projected outlays for the past 
couple of vears. 

"Viewed in that light," suggests one 
prominent economic consultant, “the 
7% nominal drop in the 1986-87 budget 
doesn't look so bad, as long as we ac- 
tually manage to spend what's allo- 


|! cated. - Sumarlin announced that deve- 


lopment projects from now on will be 
budgeted on a yearly basis, withthe cost 
of multi-year projects pro-rated over 
successive annual budgets rather than 
allocated in a lump sum as before. As 
for the coming fiscal year, Suharto said; 
"there will be no new projects. " 
Development expenditures have 
been cut by 22%, to just Rps 8.3 trillion, 
The steepness of the decline was miti- 
gated by a 20% increase in the subsidy 
for fertiliser and a relatively modest 
drop in the allocation for village-level 
programmes. Focusing only on the 
development budget for the main- 
line government departments and in- 
stitutions, the picture looks even 
more bleak: a 45% cut in their develop- 
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Suharto: no new projects. 





ment allotments, to just Rps 1.8 trillion. 

The cuts in the development budget 
hit virtually all sectors except for vil- 
lage, district and urban development. 
This heading was granted a modest 8% 
increase (to Rps 939 billion) in the in- 
terest of inter-regional equity — and to 
provide infrastructural support for such 
national priorities as transmigration and 
industrial _ development, Sumarlin 
explained. Education retained its tradi- 
tional slot as the No. 1 user of develop- 
ment monies, though its allocation de- 
clined 24% to Rps 1.1 trillion. The new 
budget puts more stress on renovation, 
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| rather than the building 


facilities. 

The sharp cuts in development allo- 
cations left the budget more than ever 
weighted in favour of routine expendi- 
tures, continuing the trend of recent 
years. Recurring outlays are expected 


— | torise by 6% in 1986-87. Unlike the pre- 


= | vious budget, civil-service salaries and 
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benefits play a negligible role in the new 
ag oe routine-expenditure increase. 
e main culprit turns out to be the 
Rps 654 billion (18.5%) increase in 
debt-service costs. Falling oil market 
prices at least had the advantageous 
side-effect of allowing a Rps 390 billion 
73%) cut in fuel subsidies without un- 
uly burdening consumers. But this was 
more than offset by the introduction of a 
new subsidy to cover the carrying costs 
of the government’s ever-mounting rice 
stocks. 


R ack in the days when Indonesia was 
a major buyer of rice on internation- 
al markets, the price-stabilising Bureau 
of Logistics (Bulog) could afford to fund 
its market interventions through bank 


| credit, according to Suharto's par- 
-liamentary budget address. But now 


that huge surpluses of rice have piled up 
in Bulog warehouses, carrying costs 
threaten to swamp the agency and in- 


Pe  flate the rice price (REVIEW, 7 Nov. 
| 785). So, Suharto said, the government 


will take about half this carrying cost, or 

Rps 417 billion, directly on to the 

budget as a subsidy, thereby freeing 
scarce bank credit for other uses. 

What those other uses might turn out 

to be has at least one economist wor- 


_ | ried. As he put it: “The ‘technocrats’ 
. | may be riding high for the moment on 


the fiscal side, with the cutback in allo- 
cations for big-ticket state projects, the 


| time-limits on undisbursed surpluses 


and the closer scrutiny of direct govern- 
ment investment. But the vested in- 


. | terests, both in the business world and 
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| inthe cabinet itself, are far from beaten. 


We just could see the same old bloated 
developers and industrial high-rollers 
turning to the monetary, rather than the 


| | fiscal side for funding." He adds: 


"Watch out for central bank-subsidised 
credits through the state-owned banks," 
unpopular though such concessions 
would be with the public. 

Politically, the timing of the 1986-87 
austerity budget could hardly be worse 
for the government. The course of the 
coming fiscal year will bring Indonesia 
to the eve of its next national election; 
unemployment already looks to be on 
the rise (REVIEW, 10 Oct. '85); sharp 
curtailment of social-welfare outlays 


| could further worsen the lot of ordinary 
 Indonesians. Repeatedl 


throughout 
his parliamentary budget address, 
Suharto returned to themes of social 
equity and job creation, stressing that 
these were the overriding considera- 


| tionsin choosing where to make the un- 
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Indian tax officials seek to inspire compliance with a wave of rai” 


By Meenakshi Behara in Bombay 


Faced with the daunting prospect of 
what might have been the largest 
budget deficit ever, India’s Finance 
Minister V. P. Singh repeatedly urged 
his tax-collection staff to perform bet- 
ter. When he found in mid-1985 that his 
words were having little effect, he let 
the axe fall on those he thought were in- 
efficient or corrupt — or both. The reac- 
tion has been astonishing: corporate-tax 
receipts have jumped 40% and per- 
sonal-income tax receipts jumped 25% 
from year-earlier figures. Collections of 
excise and customs duties have also in- 
creased significantly. (Some of the cred- 
it for this showing has been attributed to 
the rationalisation of 
tax ratios in the budget 
of 1985-86, ending in 
March.) 

The gusto with 
which the tax collectors 
are doing their job is 
remarkable. In the first 
half of the current fis- 
cal year, they carri- 
ed out no fewer than 
5,420 raids to seek tax 
dodgers. Those raided 
have included, as al- 
ways, film-makers and 
petty traders. But this 
time there have been 
two significant addi- 
tions — industrialists 
and bureaucrats. 

Early in November 
1985, the Directorate 
of Revenue Intelli- 
gence (DRI) swooped 
down on Kapal Mehra 
of Orkay, head of a 
leading polyester-yarn 
and textile-manufactur- 
ing unit. In a trend-set- 
ting move, Mehra was 
first jailed — and then 
questioned. The courts 
agreed with tax agents' 
contention that Mehra should remain 
behind bars, pending trial. A long- 
pending excise-evasion case was finally 
sewn up, and the tax men charged that 
Mehra was guilty of underinvoicing im- 
ports of polyester chips from Japan, to 
save on customs duties. He is also al- 
leged to have violated exchange regula- 
tions by arranging for an illegal transfer 
of money to London to pay C. Itoh (the 
sellers of the chips) the difference be- 
tween the actual and invoiced amounts. 
C. Itoh, at first extremely uncoopera- 
tive, gave in when political pressure 
mounted and cooperated with the tax 
men. To add to all this, Mehra was al- 











Singh: determination. —— 


legedly selling polyester yarn at a pre- 
mium, and the extra cash generated was 
allegedly not entered in the company's 
books. 

Mehra was less than popular — and 
not many people in Indian industry pro- 
tested much over his treatment. But in 
mid-December, when tax men raided 
the premises of the Kirloskar group of 
companies and arrested group head, oc- 
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togenarian S. L. Kirloskar, Indian «fr^ 


dustrialists protested loudly. 

Kirloskar was hauled up on charges 
of having violated the provisions of the 
Foreign Exchange Regulations Act 
through the companies he and his son 
manage. A much-cr 
cised midnight inter 
gation of Kirloskar, his 
son and senior company 
executives secured con- 
fessions even before tax 
men had an opportu- 
nity to examine all the 
papers they had seized. 
Kirloskar had apparent- 
ly set up an investment 
trust in Varduz, through 
which he bought into a 
West German company, 
F. H. Schule. Kirloskar 
claims that the govern- 
ment knew about the 
investment company, 
because he had applied 
for permission to be a 
director and, not hav- 
ing received a reply for 
two years, presumed all 
was clear with the gov- 
ernment. 





sing Schule, Kirlos- 

kar proceeded to 
buy into two British 
companies (an engine 
manufacturer and a 
pump manufacturer — 
both areas in which the 
Kirloskar group has substantial in- 
terests). But it was the funding methods 
that Kirloskar used for his acquisitions 
that the government objected to. Kir- 
loskar allegedly used the time-hon- 
oured Indian system of havala — illegal 
compensatory payments — to transfer 
£200,000 (US$289,855) to London. In 
addition, group companies managed to 
avoid remitting export earnings to 
India; underinvoiced exports; showed 
more bad debts in their foreign sub- 
sidiaries than appeared prudent, and 
transferred commissions earned from 
foreign principals directly to London to 
help finance the acquisition. Govern- 
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| and, with Singh, i 
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n ancy premiums over Y offi 
and that made tax men 
apparently, Bajaj's corpo- 
vas found in order — though 
alers will have a lot of explain- 
to do. However. Bajaj says both 
Petes have questions to answer. Appa- 
. rently, despite Bajaj's reluctance to 
^. keep a 5% discretionary-allotment 
quota, Industry Ministry officials had 
| persuaded him to do so — and allot- 
| ments have over the years been made 
th to politicians and bureaucrats. 
says most of these have also been 
of ward at premiums — an issu 
government appears to prefer toi 
Many people in industry in Be 

see the Kirloskar operations à 
infractions of the law. The need 
vide for payments to politic 
bureaucrats outside the countr 




























of the problems. 





The name of the JF Japan & Pacific Conve: i 
has been changed Sd the JF Pacific Incom 
JF PACIFIC INCOM 


"Performance ( with Income ) Vs Indices (US$) > 


objectives and underlving assets. 


The Trust's investment policy remains unchanged: 
to invest principally in bonds and warrants convertible 
“into the equities of the Pacific Region. The Trust can 

use borrowings to enhance returns. The JF Pacific 
Income Trust will continue to provide both a reason- 
able yield and capital gains potential with low risk 


án the Pacific region. 


.. The investment policy has produced an impressive 
and consistent investment record since 
inception. in 1980, with a 172.0% growth of the net 


asset value over 5 vears. 


. The Trust has regularly outperformed its soit: rivals 

E ‘and has shown much lower volatility. It has also main- 
i tained a much higher income than most Far Eastern 
Ti sts: the current dividend yield of the Tr ust is 3.0%. 





To: Mr. D.T. Wilkie or Mr. V. Chan 
Personal Financial Consultants Ltd. 
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his change of name has been made by the Trust's 
managers to better reflect the Trust's invesument 


"m 


E i 


| y “cases 
commonly cited by industry as the root. E 


litical’ corruption does see 


by industry as clean men. But the ques- 
tionen industry's part is, if the UD 
ment wants to bury its own past, why dig 
up that of business — which was inex- 
tricably linked to the way government 
worked. Prime Minister Rajiv Gandhi 
has been talking of legalising political 
donations, and the list of donors for the 
Congress party centenary celebrations 
read like a directory of big business. 


uf corruption at the lower and mid- 

die levels of the bureaucracy 
flourishes as before, while Singh has 
been trying to sweep clean starting at 
the top. Only recently, one senior 
bureaucrat in the Commerce Ministry 
was "found to possess assets dispropor- 
tionate to his known sources of income" 
and was dismissed. Another senior 


bureaucrat was recently dismissed after 


he admitted possessing US$500,000 in 


foreign assets. The top-most levels of 
the Income Tax Department are being 
| purged, with top bosses being compul- 

$ pu retired. Customs ande excise offic- 





Lg Trae servants is ae 
they are hardly publicised — a far cry 
from the am abandon with which 


the Trust's 
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may go down 





F m to be 
| on the wane. In three economic minis- 
| tries (finance commerce ànd industry) 
the minister$ in charge are recognised 
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| 1301 World Trade Centre, Causeway Bay, Hong Kong. Tel: 5-7908448 


Please send me details of the JF Pacific income 1a 
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y M. C. Tun in Rangoon 


n effort by the Burmese Govern- 
AP ment to whittle down the supply of 
“black money” by demonetisation has 
run into some difficulty, because the 
hastily drafted law authorising the move 
contained weaknesses. While the law it- 
elf has since been amended, it remains 
clear to what extent the government 
as been able to achieve its goals. 

` The demonetisation was the second 
since the government took power in 
1962. It was said to be aimed at 
. “moneyed people," though no official 
definition was given as to who they are. 

But the move was obviously intended to 
deal with those who have gained enorm- 
us untaxed incomes from operating the 
Ty's flourishing underground 


my. 
otake the “enemy” by surprise, the 
ernment announced the demoneti- 
ion on a Sunday (3 November) — in- 


o 











































hina's gross value industrial and 
"Ww agricultural output rose 14% in 
e 1985 despite a drop in grain and cotton 
- production, according to preliminary 
figures. Tighter credit and project-ap- 
:proval policies in the second half of the 
-year apparently succeeded in cooling in- 
dustrial growth down from the extra- 
ordinary 23.1% reported for the first 
alf. But 1985 industrial output value 
will still reach Rmb 820 billion 
US$250.3 billion), an increase of 17% 
er 1984, China’s State Statistical 
Bureau (SSB) said on 28 December. 
- The SSB release did not provide any 
estimate for capital-construction invest- 
ment, which soared by nearly à quarter 
in 1984 and an estimated 43% in the first 
half of 1985. (on an annualised basis), 
fuelling the high rate of industrial 
rowth in the first half. | 
. Rural enterprises continued to be 
€ fastest- -growing sector of the econ- 
inc dible TL by 





ral enterprises pe now believed to 
employ 2095 of the rural labour force. 


.. Continued growth of the rural indus- 
rial sector tended to compensate for 
ning. Sra and cotton dici au ; 


— Án 


nd ee trades, | 


ble cash crops (REVIEW, 


Circulatory problems 


Jurma's demonetisation drive runs into trouble 


terrupting TV and radio programmes. 
From 1 p.m. local time that day, the 
Kyats 100 (about US$12.90) note, the 
largest-denomination bill, ceased to be 
legal tender. Also. demonetised were 
Kyats 50 and 20 bills, withdrawn from 
circulation some years ago. 

Four days later, the People's Assem- 
bly passed the demonetisation law, pro- 
viding expost facto sanction to the 3 
November order. The law required 
holders of demonetised bills to deposit 
them at specified centres by 31 De- 
cember, and authorised immediate ini- 
tial refund in legal tender if the bills sur- 
rendered by a depositor did not exceed 
Kyats 5,000. Above this amount, half of 
the balance was to be refunded at first: 
the other half was to be refunded later 
only if the depositor could prove that 
the money had been acquired legally 
and that the taxes on it had been paid. 


25075 76 '77 '78 '79 '80 
Source: State Statistical Bureau. 


as did strong growth in other cash crops 
(a portion of rural industrial output is 
still treated as agricultural output for 
statistical purposes). 

Grain output is expected to decline 
25 million tonnes from the record 
407,12 million-tonne harvest of 1984, 
preliminary figures indicate, 


to a combination of natural disasters, 
particularly in the northeast, and steep 
declines in the acreage planted to grain 
as farmers have shifted to more profita- 
2. Jan.). 
Cotton production is also expected 
to decline by some 1.7 million tonnes 
from 1984's record 6.26 million-tonne 


falling - 
slightly below the 1983 record of 387 |. 
million tonnes. The decline is attributed | 


"82 '83 '84 '85 
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on behalf of “moneyed people” 
the “moneyed people” who fad | 
them for the purpose. Secondl 
diplomatic immunity from all duet? 
taxes in the host country provided in tic 
1961 Vienna Convention. was over- 
looked. Foreign diplomats were thus re- 
quired to produce, like other de- 
positors, satisfactory proof of legal ac- 
quisition and tax clearance in respect of 
their demonetised money. 


‘hese defects in the law led to de velop- 
ments hardly. palatable to the gov- 
ernment. Within a few days, not only 
“moneyed people" but also undef 
ground insurgents were found deposit- 
ing their demonetised notes through 
hirelings spread over several centres in 
order to take advantage of the Kyats 
5.000 initial refund to each depositor. 
At the same time, the government 
came aware of the impropriety of 
uiring diplomats to prove that their 
lemonetised currency had been. ac- 
quired legally and should be tax-free. 
To cope with the situation, the gov- 
ernment issued an ordinance on 15 


crop. This fall, primarily the result of a 

reduction of a third in planted area of 
1.73 million ha, was a planned ad- 

justment — a response to surplus 

supplies in domestic and world 
markets. Other cash crops showed 

rapid gains in 1984, with oil-bear- 

ing crops up 30%, sugar crops 19% 

higher, tobacco up 29% and jute 

apparently nearly doubling. - 

Rural per capita incomes rose- 
12.6% to Rmb 400, supporte? =» 
rapid growth of rural industr 
well as higher prices and larger vui- 
umes for vegetable truck crops and 
similar products. This increase far 
out-paced the officially estimated 
6.4% rise in the rural retail-price 
index (January-November figures). 

Per capita urban incomes reached 
Rmb 750; an increase of 10% after ad- 
justing for urban..consumer-price in- 
creases estimated at 11.296. That was 
probably the biggest jump since the im- 
mediate post-World War II period, re- 
sulting from the historic and politically 

! rol of prices ón most. foods 
| yand: cooking oil. | 



















Ige reforms (now in the Scie 
‘nary stage), and new wage subsidies, 


| softened the effects of the price increase 


for most urban consumers. But this may 
have contributed to further expansion 
of the money supply.in the second 
half of the year. Growth in total money 
PS declined slightly in. the BS 
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November limiting the amount of the 
initial refund to each depositor to 25% 
of the value of the demonetised notes 
surrendered. It also brought forward 
he last date for surrender of the notes 
0 November, and made provision 
punishment of the people who used 
ers to deposit their money. And, to 
exempt the diplomatic community (in- 
cluding UN officials) from the 25% re- 
fund limit (letting them have full im- 
mediate refunds), another ordinance 
was issued on 29 November. 

As the two ordinances involved sub- 
stantive changes to the original law, 
they needed confirmation by the Peo- 
ple’s Assembly within 90 days. The gov- 
ernment had to convene an emergency 
one-day session of the assembly on 23 
December for this purpose alone. 

Whether the government has made 
headway against the black economy will 
not be known for a time. Naturally, the 
less the value of demonetised notes sur- 
rendered and transformed into legal 

nder, the more black money will have 
~~en liquidated. The extent of the suc- 
cess, measured on this basis, will be 
clear when the government presents a 
detailed report, as promised, at the as- 
sembly session in March. Oo 








half, following a 40% jump in 1984. 

Retail sales over January-November 
totalled Rmb 383 billion, a price-ad- 
justed increase of 17% over the compar- 
able 1984 figure, the SSB said. 

Coal production in 1985 is estimated 
to exceed 800 million tonnes, an in- 
crease of 9-10% , according to the Minis- 
try of Coal Industry. China added 6,100 
mW, or 7%, to its total generating capa- 
city in 1985. Total generated electricity 
is expected to total 406 billion kWh for 
the year, an increase of 8.4%. Steel pro- 
duction is expected to exceed 46.5 mil- 
lion tonnes, an increase of 7.2%, and 

led steel 37 million tonnes, up 9.8%. 

Total two-way foreign trade is esti- 
mated to reach US$60 billion for the 
year, an increase of 26.5%, according to 
thé SSB report — which did not provide 
separate figures for imports or exports. 
Foreign-exchange reserves, which fell 
from US$17 billion in mid-1984 to onh 
US$11.6 billion in June 1985 (according 
to IMF figures), had climbed back to 
US$12.6 billion by the end of the third 
quarter, according to a report in the De- 
cember issue of Zhongguo Jinrong 
(China Finance). Crude-oil production 

In 1985 reached 124.8 million tonnes, an 
increase of 9% from 1984. 

State revenues are estimated to have 
increased by 20% to Rmb 175.8 billion, 
Finance Minister Wang Bingqian re- 
ported earlier on 13 December. Wang 

| predicted that the budget deficit, which 
reached Rmb 17 billion in 1979 and 
stood at Rmb 5 billion in 1984, would be 
eliminated when the accounts for 1985 
were finally closed. — Robert Delfs 
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| AVIATION 
Kiwi flies higher 


New Zealand introduces limited competition to its skies 








By Colin James in Wellington 


he New Zealand Minister of Civil 

Aviation, Richard Prebble, is set- 
ting out to get other countries to 
liberalise international air transport 
on a bilateral basis with New Zea- 
land. The principal aim is to encour- 
age tourism, but Prebble sees other 
economic benefits — notably in air 
freight. 

The move represents a sharp 
break with the past. Previous New 
Zealand governments have been 
highly protective of the national car- 
rier, Air New Zealand (ANZ), and 
have tried to stamp out competitive 
fare pricing. Now, ANZ is back in the 
black with a record NZ$133.5 million 
(US$65.8 million) profit in 1984-85 
after some bleak years in the early 
1980s. It is in the process of a big up- 
grading of its fleet, with an additional 
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ANZ: back in the black. 


Boeing 747 aircraft and three B767s 
principally for international routes, 
and six new B737s to replace its oldest 
domestic aircraft. Now, the deregula- 
tion-minded Labour Party govern- 
ment wants more flexibility. 

The previous National Party gov- 
ernment took regulation to a grotes- 


- que extreme, with a requirement for 


the minister to certify a correct fare 
for every possible international route. 
Prebble noted that “in the first 
gazette nofice issued [under this 
scheme], the minister had to certify 
the correct first-class air fare from 
New Zealand to Albania." The aim 
was to stop predatory pricing, but 


even ANZ sold cheap fares and the 


scheme was unworkable. Prebble 
“made a bonfire,” as he put it, of 
these and more than 200 other regula- 
tions in January 1985. 

He then pursued an aggressive po- 
licy of opening up new routes — to 
Canada, which began late last year, 
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and a freight service to the US — and 
expanding existing ones — to Britain, 
Hongkong, Japan, Australia and the 
Cook Islands. | 
The government intends to repeal 
a 1983 law banning ownership by any 
company which has a 25% or more 
foreign ownership — which could rule 
out some large New Zealand Stock 
Exchange listed firms. Any forei 
investment in domestic airlines wo 
be subject to approval by the Over- 
seas Investment Commission. 
Prebble acknowledges that New 
Zealand cannot alone take an “open- 
skies” approach because of the pro- 
tectionist, regulated international 
aviation framework. “The govern- 
ment will, however, work towards 
making the framework less restrictive 
and more flexible," he said, announc- 


ing the new moves on 11 December. 

Some countries, Prebble said, 
have "indicated a willingness to dis- 
cuss reduced restrictions in the con- 
text of their bilateral re 
Among them are Canada and EEC 
member states. He intends to initiate 
discussions to encourage “mutual 
liberalisation" on a bilateral basis 
with such countries and will *respond 
favourably to approaches from 
foreign governments or airlines for 
consultations on proposals involvi 
new or additional air services to a 
from New Zealand." 

And pressure will come on ANZ. 
“The government believes that while 
the existence of a viable national car- 
rier is in the country's interests for a 
variety of reasons — economic, 
strategic and foreign policy — the in- 
terests of New Zealand Airlines 
should not be permitted to override 
the country's broader interests," 
Prebble said. 














By Bruce Roscoe in Tokyo 


anko Steamship. Co., floundering 
ww under debts of 3 520 billion (US$2. 6 
jillion) and under court protection from 
"creditors since August, probably will 
-survive in the form of a “handy-size” 
-bulk-carrier operator. Mitsuhide Miya- 
-ta, the court-appointed lead trustee, 


















































‘on 28 December a preliminary recon- 
¿struction plan for Sanko which conclud- 
-ëd that the company could regain pro- 
 fitability in two to three years if it fired 
700 workers (a third of the total) and 
halved its fleet to about 137 bulk car- 
riers. About 90 of these would be in the 
handy-size class (roune 25-40.000 ton- 
nes). 
. . But this report is not a detailed re- 
"habilitation plan, and until one is pro- 
duced the nine trading houses which 
wn most of the carriers for onward 
charter to Sanko say they cannot fully 
assure their cooperation in refloating 
he... company. Shipping industry 
“sources, however, appear confident the 
-Tokyo court will approve Miyata’s re- 
port, possibly late this month. 

^ In brief, Miyata's report recom- 
mends that Daiwa Bank, which pulled 
the plug on Sanko by refusing to make 
more finance available last year (and 
which had steadfastly resisted high-level 
I pressure to reverse its position) 
be sacked as lead bank. Yamato Bank is 
3 suggested as Daiwa’s.successor. . 

_.. It. would assume responsibility for 
Sanko defaults on cliarter hire; the can- 
:ellation of charter contracts for the 72 
/essels on hire from 18 foreign ship- 
ners after negotiating payment of 
ynly 5% of the cancellation penalty, and 
he registration of a new company spe- 
ialising in small bulk carriers offering 
egular shipping services on the spot 
market (but also longterm contracts for 








(US$50.6m) 


HK$101.18m 
(US$13.0m) 


jx. | HK$12.06m 
-| (US$1.5m) 


.|NZ8781m — 
| (US$39.2m) 


‘submitted to the Tokyo District Court | 














Leaks in the liferaft 


Banks and trading houses seek to rescue the floundering Sanko 


; 


steel and other Japanese Padme nous 
cargoes). 


A partial breakthrough was achieved 
in November when Daiwa Bank presi- 
dent Sumio Abekawa buckled under di- 
rect pressure from. Transport Minister 
Tokuo Yamashita to extend more fi- 
nance. But Abekawa, when he re- 
sponded a month later, made additional 
Daiwa finance conditional upon agree- 
ment by the trading companies to accept 


| cut-rate charter fees. 


Apart from a series of complicated 
financial negotiations still to be con- 
cluded among Sanko's banks and the 
trading houses, much also will depend 
on whether Sanko can persuade the All- 
Japan Seaman's Union to place Sanko's 
unwanted workers with other lines. 


Sanko. has not helped its chances of 


wooing the union by leaking that the 
new company would use Southeast 
Asian crews at around a third the pay of 
union seamen. 





o it is still ag 

bankrupt, look : "" Legally, 
Sanko becomes. bankrupt vay when the 
court rejects the trustees’ restructuring 
plan and approves the sale of Sanko as- 
sets to compensate creditors — which 
has not happened. The stumbling block 


to an earlier settlement of the affair has | 


been considerable disagreement be- 


tween the banks and trading houses 


over their appropriate share of the ¥31 
billion Miyata estimates is needed to 
keep Sanko sailing. 

The biggest creditor banks 
Daiwa, Tokai and Long-Term Credit 
Bank of Japan — say together their ceil- 
ing is ¥20 billion. The trading houses, 
still furious over Daiwa’s decision not to 
consult them before refusing Sanko fi- 
nance last year, are insisting that the 


RNRAERRRRERRRRARIRARRRRRRRRRIRERPERRERRERAARERRTRERRRRRRAREAERRRIEERBERIRURAERERRRRRRRRERRRRRRRRRRPRPPRPERPPPRPPE T —— HE E E E eR Mr rt Mh 


Í COMPANY 


"eg 






% change 
on period 


Dividend 





Turnover 


8.04 
(US539.6b) 








HK$935m - d8c 
(USS1 19.9m) (same) 
3e 

(n.a.)* 





-rock- bottom charter fees until the 


above all the other trading housg 


industry 


| Rise of yen is expected to cause fall in group sales in second 
| half. But sales for full year will still be 8% higher at Y 15. 7t. 


Increased protectionist measures. in major markets, 
particularly US, blamed for poor sales performance. Slump in 
raw cotton n price exacerbated spinning division's problems. 


Profits eroded t by keen competition i in watch markets, change 
| inconsumer preferences xs slowdown of US SIN 


ae Profit includes NZ$13. 3m fon change in accounting policy 
relating to provision of doubtful debts. Full-year profit may be 
| NZ$65m. 











Sanko is strong again. Sumitomo Cor 







baulking.at the level of charter 
proposed thus far, and threatene J 
withdraw its ships after Sanko defaulted | 
on charter. payments in November. © 
(Until October, Sanko Had paid 
Sumitomo half the fees owing.) 

Now, however, there are uncon- 
firmed reports circulating in the ship- 
ping industry that the trading houses are 
nearing a broad agreement on lower 
charter rates. Miyata has declined all 
comment while his report is before the 
court. 

But charter rates are not the ofi" 


point of contention threatening a dead- 


lock in the negotiations over rehabilita- 
tion. Talks with some foreign shipow- 
ners, unimpressed with the suggestion 
that they discount the charter-contract - 
cancellation penalty by 95%, are st D 
ed, according to one Japanese shipp 
report. Further, neither 
Sanko's banks nor the trading houses 
wish to assume any managerial respon- 
sibility for the new company, a point 
which some shipping observers take 
to indicate a vote of no-confidence 
in the new Sanko's chances of staying 
afloat. - 

In Sanko's favour, the Transport 
Ministry is now less inclined to turn its 
back on the black sheep of Japanese 
shipping. Sanko Steamship had been all 
but ostracised by the government for 
the refusal of its first president and later 
minister of international trade and in- 
dustry, Toshio Komoto, to join the 
Transport Ministry-devised shipping 





- cartel in 1964. Sixty-nine other shipping 


companies then consented to merge 
into what is now the "Big Six" (Nippon 
Yusen, Yamashita Shinnihon, Mitsui 
O.S.K. Line, Japan Line, Kawasaki 
Kisen and Showa Line), and in ret 
received government subsidies. 

Top Transport Ministry officials are 
said to be coordinating behind-the- . 
scenes manoeuvres wherever possible | 
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to help Sanko. Their late cooperation 
appears to stem from genuine fears of a 
global loss of confidence in Japanese 
ipping should Sanko go under for 


oreover, Miyata's plan proposes 
ng the rate on additional Sanko fi- 
nance to the London inter-bank offered 
rate — which means Sanko prob- 
ably wil! have to pay no more than 
6% interest on new loans, down from 
around 9%. Sanko trustees are also 
heartened by the fact that far fewer 
Sanko vessels than initially expected 
have been arrested overseas by anxious 
foreign creditors. 
Meanwhile, several of Sanko's very- 
large crude carriers (VLCCs) are being 
sold to breakers or new owners. Negoti- 
ations are believed to have been con- 
cluded for the sale of seven tankers (re- 
portedly the Gekko Maru, Wako Maru, 
Hoko Maru, Buko Maru, Andes Maru, 
Alps and Tenko Maru ) of Sanko 
nker Co., a wholly owned Sanko sub- 
___iary whose liquidation was approved 
in September. 
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More recently, the 241,250-dwt 
Sanko Crest, under charter by Sanko 
from a Greek owner, has been sold to a 
Taiwanese breaker for US$115 a light 
tonne. The owner had not accepted 
Sank®’s contract cancellation terms, 
and confisċated the vessel. 


» Nick Seaward writes from Hongkong: 
The offer of 5% of the charter-party 
cancellation fees has met with a mixed 
reaction in Hongkong, where the 
majority of Sanko's chartered-in for- 
eign tonnage is owned. The World- 
Wide Shipping group's senior vice- 
chairman, Helmut Sohmen, told the 
REVIEW that it was unrealistic for own- 
ers to- expect better terms: “It was 
5% or nothing," Sohmen said. “There 
was very little choice.” But another 
Hongkong owner, who did not wish to 
be named, was very angry with Miyata's 
offer: “If he thinks he can save Japan's 
international shipping reputation with 
5% , then he can forget it,” he said. 
This second owner has refused to ac- 
cept any reduction in charter hire on the 
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four ships his company has chartered to 
Sanko, and even withdrew three of 
them when payments were halted in 
mid-1985. Payments on the fourth have 
continued in full because Sanko is still 
making money on that particular ship. 


| The irony of this situation is not lost on 


the owner. *We have a beggar in front 
of us that wants to be a chooser too,” he 
said. 

World-Wide has accepted the terms, 
however, even though it was estimated 
to have had no less than 17 ships on 
charter to Sanko at the time of the 
crash, two of which are owned by pub- 
licly quoted subsidiary Eastern Asia 
Navigation. Over the past two to three 
months, Sohmen revealed that this fig- 
ure has been reduced to around five or 
six. Some of the ships have been able 
to find employment with their original 
charterer, bypassing Sanko as the ope- 
rator. Others have been sold or are be- 
ing worked on the spot market. 

Some owners — in particular Nan 
Fung Development, which is thought to 
be heavily exposed on an estimated 11 
ships out to Sanko — may 
be regretting that they did 
not accept reduced charter- 
hire terms offered in July. 
Covering an estimated 46 
ships on charter from 
Hongkong interests at the 
time, these included a re- 
duction in the charter rate 
by 80% for two years, with 
80% to be repaid after that 
period over a five-year 
term at an accrued interest 
rate of 6% , guaranteed by 
three Japanese banks. 
There were to be no 
guarantees on the pay- 
ment of the full charter 
hire after the 
period. 
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OKYO: Languishing after a week-long break. 

he market began 1986 in à state of uncertainty. 
he Dow Jones Average climbed again; hitting a 
wW adi of 13,136.87 points on 4 Jan. but volume 
$ well down on the day, to 135 million shares. 
| ., the second day of trading, the index 

[13,053.79 points, and volume rose to 231 
shares. Investors on the theme b andwagon 























| Seccion would. ae precedence Over 
-tied issues, though issues which would 
nefit from a stimulation of the domestic econ- 
iy were closely watched. 


| ONG: A buoyant New Year mood sent 
Hang Seng Index soaring to breach the 1,800 
for the first time in four years, albeit briefly. 

ed the four-day period at 1,796.59, up 66 
ts on the previous: period's finish. Utilities 

'ed again to be the best performers. Sentiment 
also have been helped by an announcement 
the Sing Tao Newspapers group would seek a 





d. its holding company to Australia and sold 


analysts as a purely commercial one to 
money from the Hongkong market to cover 
f its share in a Tsimshatsui development site 
ht i in 1985. 























hs (it closed 1985 up: 230 points forthe year at 
.8). Takeover activity around Pioneer Con- 
by FAI Insurances and electronics group 
MA by Qintex Ltd spurred activity, along with 
ok-squaring by fund-managers. New capital- 
ains taxes applying from last September con- 
ed to keep blue-chip industrial stocks in short 


ued when trading re-opened after the 1 Jan. 
day, to push the All-Ordinaries to 1,028 by the 
eriod's end, a 
ired the bullis 
i] Index up 33.5 points to 1,514.4 and the All- 
ources Index up 22.2 points to 652.4. 


St re! o dene 


iod, the market was steady with continuing 
een interest in entrepreneurial stocks. New Zea- 
d Steels price fell sharply, following the an- 
uncement of a government debt-equity rescue 
‘kage for the company. The market firmed at 
lose, continuing the usual New Year rally. 


RE: Investors, who had stayed away for 
of the holiday-shortened period, returned to 


the month- -long, immédiate- inen ruling 
pein ti lifted. DRE daily Volume rose from 


ED. 8. 9 paide 1 to close at ‘621. 28. 
Eb rid en United ON Works Pissed 


listing, barely eight. months after it had 


ngkong listing. The move to relist is seen by | 


ly, as investors clung to previously purchased - 
ings exempt from the tax. The surge con- 


ain of 30.8 points. All sectors. 
outlook, with the Alt-Indus- 


ZEALAND: During this holiday- interrupted 
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OST markets in Asia were lifted by traditional New Year optimism in the holiday- | 
ortened period to 6 Jan. Star performers included Hongkong and Australia. ’ 
e former gaining nearly 4% in value over the period. | 
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to an all-time low of 27 S cents on 2 Jan. before 
recovering slightly the next dav. Other heavily 
traded counters were Promet and eulgenore Air- 
lines. 


KUALA LUMPUR: The market slipped into 1986 


on a sluggish note, with old anxieties still preva- 
lent. Lack of confidence since forward contracts 
were suspended after the Pan-Electric debacle in 
December, and fresh moves in Promet to remove 
director and executive chairman Tan Sri Ibrahim 
Mohamed contributed to counters' small losses Or 
gains, Average daily volume traded was 5.6 mil- 
lion shares valued at M$8 million (US$3.3 mil- 
| lion). Fraser's Tem Indéx eased 4.72 points 
to close the period at 2,402 AT. 


The market entered the New Year with 
fairly brisk activity that brought mixed trading as 
most shares rose in value. The weighted price 
index on the last day of trading closed at 842.15, 
up 7.03 points. Daily transactions averaged 


NT$1.71 billion (US$42.7 million). In the special- 


ised categories, 
made major gains. 


paper and construction issues 


MANILA: Philex Mining accounted for 40% of 


total value turnover as mining issues led fairly 


brisk trading during the three-day period (trading 


resumed on 2 Jan, after a five-day, year-end re- 
cess). Gains were posted by mines and commer- 
cial-industrials, while losses were incurred by lit- 
tle-traded oils. The Manila Mining Index. moved 
up by 10.75 points to close at 731.95 and the com: 






mercial-industrial indicator added 1.46 to 162.32. | 


while the oil gauge fell 0.034 to 0.825. 


SEOUL: The market reopened on 4 Jan. on a bul- 


lish note, continuing the trend of strong year-end 
rallies. On the first half-day trading. volume total- 
led 13.8 million shares, with the composite index 
closing at 161.30, just 2.07 off tlie high, .year-end 
figure. On the second full day of trade on 6.Jan., 

some 23 million shares changed hands, with ad- 
vances outpacing declines. Average trading vol- 
ume during the period stood at 18.4 million 
shares. The composite index closed at 158.97, 
down 2.69 points on the period. By industry, fab- 
ricated metal and machinery shares gained 3.49 
and 3.07 points respectively. In reaction to previ- 


ous sharp rises, car and chemical shares dropped - 


by 9.86 and 5.86 points. Among the gainers were 
Samsung Semiconductor and Tongil, a car-parts 
maker. 


BANGKOK: Profit-takers flooded the market 
after the previous period's rally. Prices moved 
within a narrow range in a shortened period in 
sluggish trading. But some late buying support at 
Siam Cement and Siam City Cement help to arrest 
the downtrend. The Book Club Index closed the 
period at 121.16, down 1. 44 points. Leading the 
gainers were Thai Iryo, Crown Seal and Thai 
Toray Textile Mill. Losers included Mah Boon- 


krong and Metal Box. Helped by several direct. | 
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deals, the total turnover amounted to Baht 49.73. | | Asati Ch 
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I" w! Foi tiavellers 
who take Asia seriouslwé 


t3 The 13th edition of the All-Asia 
Guide is simply crammed with 
new up-to-the-minute 
information, including facts and 
figures that are indispensable to 
any serious traveller in Asia. 











P men 
There are chapters on no fewer 


than 26 countries. Plus opening 
chapters on eating out in Asia, on 
the best way of using your 
baggage allowance, and on ho 
best to carry your cash. 


29 new maps, making a total 
of more than 60. 


Hints on how to travel in Asia 
— from packing the right things, 
to the best places for souvenir 
hunting — wherever you're 


going. 
An even more streamlined 


quide to hotels in the region with 
more than 1,600 listed. 


Some 55 new colour pictures, 
and more than 110 new black- 
and-white pictures. 


| Asia’s most complete guide book F All of which adds up to over 
| Fully Revised 13th Edition : 700 pages of vital information for 
business and pleasure travellers 
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- will find its way into the pages of history 
not for the locally unprecedented osten- 


pw = 
CNW a ct 
us » . 
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he 15th anniversary of Sultan 
Qaboos bin Sa'id's rule- (17-27 


November 1985), will go down as a 
landmark in Oman's development. It 





tation, pageantry and lavish hospitality 
that marked the national celebrations, 
but because it symbolised this southern 
Arabian kingdom's irrevocable break 


- from a past of squalour, human depriva- 
_ tion and self-imposed isolation. 


However, some observers ask whe- 
ther it was necessary to spend so much 


. money in conveying the message. Some 


US$15 million was spent on illumina- 
tions and laser lightshows alone. One 
can only hazard a guess at the cost of 


_ military parades, the fleet of specially 
- imported vehicles; the almost-unlimited 


hospitality extended to thousands of 


- foreign guests and so on. Already there 


is much speculation that this year's 
budget will show a number of cutbacks 
to pay for that glittering affair. 

From his father, Qaboos inherited a 
kingdom that did not have a single 
metre of metalled road. There was no 
electricity and not one school or hospi- 
tal. Today, Oman can spare megawatts 


. of power for anniversary illuminations | 


without fear of breakdown elsewhere. It 
now has thousands of miles of multi- 


lane highways, numerous schools, a 


technical university (ready to open its 
doors this year), as well as free hospitals 


— | with the latest scientific equipment and 
— | the best doctors money can hire. 


The continuing booms in the bank- 
ing and construction industries at a time 
when recession has set in elsewhere on 
the Arabian peninsula, explains the pre- 
sence of several hundred thousand 
Asian workers — in particular Filipinos, 
Indians, Sri Lankans and Pakistanis. 

Oman is not the most affluent 
member of the six-member Gulf Coope- 


— | ration Council (GCC): its oil-output 








level of 488,000 barrels per day — sold 
largely to Japan and South Korea — is 
small compared to the Saudi, Kuwaiti or 


— | United Arab Emirates (UAE) produc- 
— | tions. As well as having the means to 
— | double its production, Oman has the 


advantage of having oil-loading ter- 
minals below the strife-torn Strait of 
Hormuz, and thus has international in- 


| surance rates favouring vessels loading 
m its oil. 


But, even before oil prices started 


— | crashing, Oman had been far more care- 


ful with its money than its neighbours: 
its development schemes were adopted 
after a great deal of deliberation. In 
staging the 15th anniversary celebra- 
tions on such a spectacular scale, how- 
ever, Muscat could not resist the temp- 
tation of presenting the sort of ostenta- 
tion one would expect of its notoriously 
spendthrift neighbours. 

Omani Information Minister Abdul 
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Aziz bin Mohammed Al-Rowas, ex- 
plaining the rationale of the anniversary 
celebrations, said the country had made 
great strides over the past 15 years and 
now saw an opportunity to play a bigger 
international role. The Sultan — a great 
believer in informal exchanges between 
heads of governments — took the op- 
portunity of inviting delegations from 
61 countries headed by kings, presidents 
and prime ministers. 

Qaboos' plan pua off: Indian Prime 
Minister Rajiv Gandhi and Pakistani 
President Zia-ul Haq met and decided 
to visit each other in December 1985 
and February 1986. Gandhi declared 
after his meeting with Zia that both 
sides had a desire for normalisation of 
relations. Similarly, Egyptian President 
Hosni Mubarak and Jordan’s King Hus- 
sein met informally and discussed undis- 
closed future approaches to a peace set- 


T 


The Sultan: international profile. 


tlement with Israel. Both met with the 
US official delegation headed by former 
president Gerald Ford. There were any 
number of other meetings between de- 
legation heads at the newly built luxuri- 
ous Bustan Palace Hotel. 


man sees itself as a bridge between 
East and West: an ancient maritime 
nation, it pioneered and, for centuries, 
dominated trade with China and the rest 
of Southeast Asia on one side, and 
around the Cape of Good Hope on the 
other. Another reason for adopting this 
high diplomatic profile is to help allay 
the common belief among more-radical 
Arab states that Oman is little more 
than a lackey of the US and Britain — 
an insinuation Muscat strongly resents. 
Oman emphasised its independence 








in foreign relations by inviting attention 
to its establishment of diplomatic rela- 
tions with Moscow last September. 
With the exception of Kuwait, which 
has had continuing relations with the 
Soviet Union and communist-led South 
Yemen, none of the Arabian states had 
ties with Moscow. Now, following 
Oman's example, the UAE — encour- 
aged by Muscat — forged links with the 
Soviets in early November. 

But the new Soviet-Omani relations 
stem mainly from domestic realities: 
Oman faced a serious problem in its 
southern region of Salalah — bordering 
South Yemen —.in 1983 soon after rela- 
tions with Aden were normalise 
through GCC mediation. Despit 
Oman’s vulnerability, South Yemen 
withdrew its troops. According to reli- 
able sources, it was at that time that a 
high-level Soviet delegation paid a sec- 
ret visit to Muscat, and in March 1984, a 
high-ranking Soviet official paid 
another secret visit. Muscat has never 
publicly acknowledged either visit. 

Establishment of diplomatic rela- 
tions was contemplated towards the end 
of 1984, but was actually made effective 
during the UN General Assembly ses- 
sion of 1985. However, Oman in its 
speech launched a scathing attack on 
the Soviets for their continued occupa- 
tion of Afghanistan. 

Furthermore, though the decision 
still remains unannounced, Muscat is to 
accept only a concurrent accreditation 
and is not going to have a resident am- 
bassador or any other Soviet diplomat 
stationed in the country. This seems 
merely aimed at using Soviet leverage í 
prevent South Yemen from advei 
turism. Oman and South Yemen them- 
selves were scheduled to exchange am- 
bassadors some time in December. 

There is little doubt in diplomatic 
quarters that Oman remains firmly 
aligned with the West. The US, apart 
from upgrading some ports in Oman, 
has built base facilities at Masirah, 
Thamarit and near Seeb under an agree- 
ment that allows it access to these bases 
in emergencies, though only on a case- 
by-case basis. This agreement is due for 
renewal in September 1986 and 
everyone predicts confidently that it will 
go through on the nod. Also, Oman it- 
self is building a naval base, the first 
phase of which has already been com- 
pleted with Saudi financial aid. Saudi 


assistance is guaranteed for the second . 


and final phase now in hand. Many see 
that outlay, as well as Saudi aid to some 
other projects in Oman, as Riyadh’s 
quiet way of buying regional influence. 
— Salamat Ali 
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EE — CHECK OUT 
E WHILE YOU SLEEP. 


E ues NEL) We've made leaving a Hilton 
International hotel almost as 
pleasurable as staying there. 

All you have to do is check 
in with the American Express 
Card and tell us when you 
expect to leave. During the 
night, while you're sound 
asleep, we'll slip your Card 
receipt and itemized hotel bill 
under your door. 

In the morning, all you 
have to do is leave. No 
waiting on check-out 
lines, no waiting for 
your receipt to come in 
the mail. 

And with American Express 
Assured Reservations you know 
your room will be waiting for 
you no matter how late you 
arrive at the hotel. 

Call your travel agent, any 
Hilton International hotel, or 
Hilton Reservation Service. 
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The American Express Card. 
Don’t leave home without it. 


HILTON INTERNATIONAL 








Swiss know-how 


in manufacturing 


synthetic fibres 





EMS is a name you can trust. We 





The key to our performance and success 
lies in the manufacturing of synthetic 
fibres in our own Swiss plant for 30 years. 
We have accomplished our existing 
processes, discovered new technologies 
and set up effective quality and cost 
controlling systems as well. 





Take the direct spinning process, 
for example: a universal technology 
that saves energy and yields a superior 
quality. 

We license our own and third 
parties’ processes. More than 200 pro- 





duction plants are currently operating 
in the five continents. These plants 
supply a major share of the world 
market in polyamide and polyester 
fibres. 


Do you want to manufacture syn- 
thetic fibres, build industrial plants, or 
operate more cost-effectively? If so, we 
are the ideal independent partner 
for you. 





are a Swiss chemicals and engineering 
firm. À guarantee of quality, reliability, 
know-how and customer service. 


Licensors — Engineers - Contractors 





EMS-INVENTA AG, CH-7013 Domat/Ems 
Telephone 081/36 0111, Telex 74 378 invt. 
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and, at worst, even for kickbacks. - 


, movement of pollution from the buying 
¿| centres to the selling end or even the 
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| refer to Under attack — and caught in 
a difemma [FOCUS, 10 Oct. °85]. It 
seems that not too much legwork has 
gone into the workings of a World Bank 
loan, or in the article about it. 

You more than imply that political 
intransigence in the economic sectors 
upset the balance needed for the. re- 
forms to work. Has anyone really re- 
viewed details of what actual reforms 
were being demanded by theoreticians 
in the World Bank, vis-à-vis what the 
line people in business were looking at 
by way of an ultimate result in the light 
Of suggested reforms? Maybe the 
scenario could be viewed from a differ- 
ent angle: for example, what were the 
bankers-turned-half-baked-politicians 
demanding vis-à-vis what could the 


country afford to do without risking - 


severe consequences, 
suggested reforms blindly? | | 
As said so clearly in your article, "it 


following 


is precisely the limitations the World 


Bank imposes on itself which frustrates 
success of the programme." Does this 
imply that operating parameters of the 
programme(s) have been formulated bv 


armchair theoreticians? | 


_ It is not unusual for loans to éarry, as 
part of a package, a group of implemen- 
tors whose salary, housing costs as well 
as facilities and other amenities are paid 
out from the loan amount. Therefore, 
the larger the loan amount, the lower 
the percentage cost of this particular 
sector reserved for the implementors. 

Loans have to be paid back in the 
same currency of the loan. For every 
US$1 loan of approximately P9 per US 
dollar about five years ago will now 
mean a minimum repayment of P 18.83 
per US dollar, without any considera- 


tion for payment of the accrued interest. | 


If indeed there was genuine and de- 
cidedly sincere interest to assist the 
country, even if one were to include 
payment for expatriate facilities, why 
not arrange the loan for its repayment in 
its Philippine peso equivalent at time of 


availment? Properly audited by expat- | 
riates working with Filipino counter- | 


parts will ensure proper employment 
and application of the loaned funds. In 
fact, proper and continual audit can well 
be a tool of moderation of expenses 


Inthe case of coconuts, why do the 
bankers want farmers to export di- 
rectly? Is it possible bankers have not 
heard about economies of scale or about 
cost-conscioustiéss among producers of 
the final products or even the virtual 


that, if the farmers move copra for 


ction and 






higher-paying destinati 
sures improved foreign«es 
ceipt for the country. 

On the coconut-replantin 
who is not aware that 
projects of such magni 
ly end in a maze of bureaucra 
mash where ultimately nothing i 
-— €xcepf vouchers for funds t 
for salaries and general oper: 
costs. If such projects appeared t 
viable, why did the World Ban 
volunteer to'assist — if only to dur 
Eduardo Cojuangco's effort and spe 
up the hybrid seedling programnu 
Bankers have done so in other lines « 
activity. | 

It is possible that my line of sight | 
restricted, but if the government bar 
are so distressed, why will the Im 
tional Finance Corp. consider t 
in and help, when help in other 
cheaper forms could have beer 
available to the proper par 
query is premised on loans. 
politically motivated or pol 
oriented where, descriptively spe: 
the visitor eventually comes and ti 
the owner of the house what to do i 
one's own home. | 

I do believe the artic 
some room for review, 
objective clarification. V 
have to take in all the ju 
the US press on face 
cause the reports are repeat 
that any thought is finally take 
gospel truth? I sometimes v 
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professionals like yourselves likes 
reflect a most unobjective and scepti 
stance on certain issues. fs it becau 
you too have fallen victim to the “s 
Ribbentrop” scheme? You cannot: 
that asinine. . 
Quezon City, Philippines Fernando Ayal: 


Thought urged 
| wish to make an appeal to the ord 
Sinhalese men and women living 
Lanka or in any part of the world 
some serious thinking, visualise them 
selves in the position of the Tamils an 
seck to answer the following questions 
Are not Tamils entitled to self-gov 
ernment as much as the Sinhalese? 
How are the Sinhalese adversely 
fected or injured if they leave the T: 
alone in their dry and barren north. 
east of Sri Lanka to manage their ¢ 
affairs, attend to their own proble 
and be the architect of their own fut 
Is it not one of the pivotal roles of the 
State to provide the infrastructure that 
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ioning, on a population ba 
ies in the university, | ssions in tl 
overnment services, etc., when you 
an fill all the vacancies for yourselves in 
he south of Sri Lanka if you leave the 
xeople of the north and the east to fend 
rthemselves? — ^  — AME 
Should self-help be at a discount? 
Why do you want to incur such huge 
budget deficits, generate runaway infla- 



























































































and the east of Sri Lanka? Do you realise 
that all this waste is totally unnecessary 


them to leave you alone? 


Did not the King of Jaffna in the 17th 
intury do everything in his power to 
p the Sinhalese King of Kotte to res 
the Portuguese especially by provid- 
g transit. facilities for troops from 
thern India to reach Kotte? 
"Was not the. Tooth Relic of the 
uddha, the most prized possession of 
ie Sinhalese Buddhists, entrusted to 
the King of Jaffna for safe custody when 
e King of Kotte was threatened by the 
rtuguese? Does that not indicate that 
e was much goodwill and amity be- 
een the Sinhalese and Tamils when 
th had managed their own states? Is it 
ot a good doctrine: we leave you.alone; 
vou leave us alone? | 
The Tamils can assure you, on the 
«strength of inherent circumstances and 
geography, that in the event of any ex- 
ternal threat, the Sinhalese can.depend 
on the fullest support and unstinted co- 
operation of the Tamil state for the ob- 
vious reason that such a course ts dic- 
tated by the necessity of survival and 
'one's own self-interest. "m 
What the Tamils seek is just the free- 
the architect of their own future. What 
is wrong with that attitude? | 
Ottawa, Canada Philip N. Ratnapala 


Ecology paradox 

Your article on the proposed dam at 
-Bakun in Sarawak [26 Dec. '85] man- 
ged somehow to touch on an issue hav- 
ng all the right ingredients of an ecolog- 
al disaster to come, the very issue that 
he World Wildlife Fund all over the 
"world is trying to prevent. It is ironic 
that while so much is being done to pre: 
„serve the virgin forest in Sarawak — for 
example, by restricting logging — a de- 


-ciston such as the Bakun dam which will 

























uch forest was ever even contemplated. 


ore than half the estimated total elec- 
generated by the dam will not 
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if vou leave the Tamils alone and ask - 


dom to manage their own affairs and be. 


submerge more than 150,000 acres of 


The long-term ecological penalty 
that the Sarawak people have to pay far 4 
passes the. short-term benefits from | 
such a scheme, proposed by a handful ef) 
greedy top decision-makers. After all, 
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! la- | Stevenage, England - 
ion, divert resources from productive |. : 
activity to unproductive war in the north 
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Anthony Rowley's article [26 Dec. '85] 
consists of three parts: name-calling, his 
views on stockmarket regulation, and 
his advice on central banking. Name- 
calling hardly, calls for a reply, but I 


. wonder what caused Rowley to lose his- 


Anglo-Saxon phlegm. One can under- 
stand a large holder of Pan-Electric 
shares getting worked up. But a corre- 


spondent of a reputable financial jour- 


nal? "Blunt and crude," "arrogant," 
"legendary scorn," "little Gohs." Dear 
me, what next? . | 
As regards the shortcomings in the 
regulation of Singapore's stock ex- 


change, that there are many has been 


quite obvious for some time. Rowley 
stated that the blame rested completely 
with the Monetary Authority of Singa- 
pore (MAS). We missed the opportu- 
nity to examine the books of stockbrok- 
ers and if that had been done, the deba- 


cle could have been avoided. Was it so 


simple? 

Under existing legislation, an exami- 
nation of brokers’ books could have 
been authorised only on two grounds, 
where fraud is suspected or “in the pub- 
lic interest.” The former did not apply 
and to use the latter as reason for 
wholesale examination of brokers’ ac- 


count books is obviously not feasible. In - 


May this year, the MAS circulated draft 
legislation which would have allowed 
the MAS to examine stockbrokers’ ac- 
counts without fuss and bother. How- 
ever, the reaction of stockbrokers was 


so adverse that we decided to defer 


legislation. 


It is not obvious, even with the bene- | 


fit of hindsight, that the government 
should have pressed on regardless. Too 
many things could have gone wrong 
without the willing cooperation of the 
stockmarket. After Pan-Electric, the in- 
troduction of regulatory legislation is 


clearly needed and will be supported. 


However, Rowley disagrees, calling it 
“empty as well as insufferable.’ 
words but weak logic. | | " 

Inadequate homework has led Row- 
ley to drop another clanger. He wrote: 
“In recent times, it [the MAS] has taken 
away piecemeal from the Stock Ex- 


change of Singapore (SES) and the 


Securities Industry Council the power 


-to police the securities industry." 1. am 


puzzled as to how he came to this as- 


tonishing conclusion. This leads me to 
| | ask that he cites one example. | = ^ —— 
the third section on central _ 


| Now to 


Pe A ATI 


friendly and informal or otherwise. 
-. His contention would be more per- : 


"Strong | 






‘tion is due to the absence 
and friendly dialogue” between the 
regulators and the regulated. Let üs not 
argue about whether the dialogue is 











HS 


suasive if it can be shown that when such © 
friendly and informal dialogue does: 
exist — as with the Bank of England, al- © 
ways cited as the model in such matters A 
— banking crises do not occur. They do | 
and Rowley referred to the recent fail- Ţ 
not discuss the reasons for the failure. If - 
he did, he would be less confident of ` 
many of his assertions on how banks . 


should be regulate 

learnt that the Bank 
decided to equi | 
powers to. compel, 






id he would have | 
of England has now - 
elf with legislative - 
since friendly - 


dialogue does not always produce re- . 


sults. £x 


There are other oddities, but 1 will | 
not discuss them. Rowley concluded his . 
article by referring to bank failures in 


Hongkong and Britain. He stated 
while the MAS could previously c 


bank failures did not happen in Singa- : 


pore, it can nc kie 
explain why, and this leads meto ask: 
which Singapore bank has failed? — 
Nm ..  , , ,,1kohBengSeng 
Banking & Financial Institutions Department 
Singapore _ | MAS 
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e Anthony Rowley replies: I would like 
to let Koh have the last word, but felt 
constrained to reply to his two questions. 
Senior broking-industry sources in 
Singapore say that the MAS in 1984 took 
over administration of the Securities In- 
dustry Act, with powers to inspect brok- 
ers' books and investigate false markets. 
The SES was left "only to administer 
day-to-day affairs." The MAS did not 
have the courtesy even to reply to re- 
peated REVIEW requests for clarification 
of this and other matters; as ie 
As to Koh's second demand; refer- 
red to the failure of "banks and +i 
stitutions.” Singapore; apar 
ing its doors, has no 
| failure of two bro 


m ee 
ik gh 














; not to mention 
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heavily involved. 







‘Spit and paint 
The US Consulate in Calcutta is not 


only located on Ho.Chi Minh Road, but 







































do so: He: did not 


xperiencea vic 


other companies with which banks were 
to V. ZH. 









0 provide leadership in the 
ional program in rural develop- 
ing ata level commensu- 










id Srelopmen and hol "i a joint ap- 





ine, senior qua ions in the Social Sciences, 8-10 years 
Yogressively responsible experience in international develop- 
ent, extensive Third World project experience, excellent com- 
 munications ‘skills, peer recognition as a senior researcher, 
-teacher and administrator in this field will be among the qualifica- 
tions of the successful candidate. A commitment to and demons- 
trated abilities in outreach and interdisciplinary research and 
eaching will also be required. 


is appointment is subject to final budgetary approval. 


i accordance with Canadian immigration requirements, priory 
l;be given to Canadian citizens and permanan! residents of 
nada. 


Applications, together with resumes, shows be forwarded to: Em- 


| ployment Services and Training, University of Guelph, Guelph, 
; Ontafte, Canada, NIG 2W1. 
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¿the appointee will work as part of a University-wide interdiscipli- 
nary group to assist in the continuing refinement of an intemational 
rural development program at Guelph. 


He/She will be expected to provide leadership in. jaentitving and 
preparing the appropriate courses in response to the need, còm- 
„paring. them to the University of Guelph's resources and design- 
. ing them for on or off campus delivery. Responsibilities will include 
J campus liaison, delivery (including teaching) of selected elements 
of short courses and liaison with donor agencies and potential 
" clients. Although the work will focus on Third World antes idi 
issues, the successful candidate will also have a role to play inthe 
"development of short courses and outreach activities in rural deve- 
 Jooment in Canada. 


e program of short courses will be coordinated by the University 
X» hool. of Rural Planning and Development, and will include, 
orn the active RPM rid of the Centre for Interna- 










| The appointee will have a Ph.D. in a relevant discipline, significant 

, experience in international development, proven abilities to liaise 
| effectively with diverse organizations and interests, excellent com- 
Tunications skills; a commitment to interdisciplinary instruction, 
arch and outreach and significant experience in short course 

ps and in$truction in many aspects of international rural deve- 










isi likely that the successful candidate will hold a cross-appoint- 
ient from the University School of Rural DIRIGE and Develop- 
‘ment, in another unit in the University. 


This will.be a contractually limited appointment, subject to final 
budgetary approval,- 
















of position i in the University 
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Dr lies d nd place ervices, 
including merchandising anc shipping 
documentation, to achieve other export. 
objectives. 


Applican ts should hav 


























30- 40 years and b be fluen 
and English eae T 
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Applications, accompanied by a persone s 
resume, should be forwarded to: 
P. F. Hosking, 
General Manager ~ Group Personnel, — 
Carlton and United Breweries Limited 
Box 753F G.P.O., 


Pct; Vic. 3001, Austra ia. 




















The People's Republic of 
-. . China Year-Book 1985 


All the information on China you'll ever need in a single volume . . . 


The People's Republic of China Year-Book 1985 is without 
doubt the single most complete reference work ever 
produced about China. Its contents range from the land 
and its people to business, economics, finance, culture, 
education, politics, science and technology and countless 
other subjects. 

What is it? 

The result of thousands of man-hours, the People's 
Republic of China Year-Book 1985 was written and edit 

by The New China News Ltd., a group of dedicated | 
professionals who know China intimately. The resulkis a 
book of unmatched breadth and depth. % "om 


Who needs it? 

Completely indexed, the People's Republic of China 
Year-Book 1985 places thousands of facts and bits of 
information at your immediate disposal. The book is 
essential to businessmen, financiers, students, professors 
and virtually anyone with a need to know or a keen interest 
in China of today. Liberal use of charts, maps, tables and 
colour photos makes the book enjoyable as well as 
informative reading. 

How to get it? 

Order your copy(s) now by simply completing the coupon 
below and returning it together with the indicated payment 
of US$84.95 (or the equivalent in local currency) to the 


E. indicated address. 
EC Hard Cover 780 pages 


Clip and mail this coupon today! Send to: 


Circulation Manager, Far Eastern Economic Review, G.P.O. Box 160, Hong Kong. 


Please send ........... copy(s) of The People's Republic of China Year-Book 1985 for which I enclose 
US$84.95 per copy. For surface mail delivery add US$10, for airmail delivery add US$25. 


Send to: Name: 








Type of Business: 
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M usician, artist and yachtsman in his spare time, His 
iG Majesty King Bhumibo! Adulyadej — now acclaimed 

| as Bhumibol the Great — is far more than a figurehead or a 
| symbolic monarch. A workaholic for his people, the king 
| spends his time criss-crossing the country looking into the 
| needs of rural communities, evaluating development plans 
| andinitiating projects. So far more than 900 royally initiated 
projects have been implemented in 30 provinces, or almost 
half the country. Review editor Derek Davies and Bangkok 
correspondent Paisal Sricharatchanya follow a royal pro- 
gress and assess the impact of the monarch on the ancient 
Thai kingdom. Pages 22-26. Cover photograph by Derek Davies. 















REGIONAL AFFAIRS 


Indonesia: Guilty as charged 
Philippines: The health question 
The red menace card 
Thailand: Exit the grand guru 
Aid vs coup, catch 22 
Cover story: A right royal example 
He can do no wrong, but listens to advisers — 
Spot visits to beat window dressing 
Queen Sirikit helps peasants generate 
extra income 
China: Sounding the alarm 
New myth for a mandarin 
Singapore: Freedom at a price 
Sri Lanka: Pardon paves the way 
India: A sombre celebration 
Afghanistan: Bringing home the bear 
Fiji: Workers on the march 
Taiwan: An alias to save a seat 


































Page 10 

After months of emotional court bat- 
tles, Lieut-Gen. H. R. Dharsono is 
found guilty, as charged, of subver- 
sion, for his involvement in the 1984 
T ang Priok riots in North Jakarta. 


Page 32 

Sri Lankan opposition leader Sirimavo 
Bandaranaike advocates an early 
general election soon after her civic 
rights are restored through a presi- 
dential pardon. 


Page 46 

Taiwan has surprised everyone by 
giving the go-ahead for banks to 
channel domestic funds into foreign 
securities markets as a way of keep- 
ing its massive foreign reserves out of 
the money supply. 




















ARTS & SOCIETY 


Theatre: The early dawning of a Jakarta 
coh o PAT RT ES SE JI CO E E 
A leap forward to freedom on the stage — 









Page 48 BUSINESS AFFAIRS 
After years of negotiation, China has | Investment: Turning the capital tide in 
beaten down the price of its planned Taipei 





Projects: Peking gets its way 


Daya Bay nuclear-power station to a 
Hedging on collateral 


level it can accept, but the delay has 





Pages 11-12 

US officials are worried by reports 
that President Marcos is in bad health 
again, while his presidential oppo- 
nent, Cory Aquino, tries to contain the 
‘communist issue’ which Marcos is 
using against her. 


Page 13 

T*~ veteran politician Kukrit Pramoj 
and leaves a void which will be 

difficult to fill. 


Page 28 - 
Amid the crescendo of criticism 
against official corruption, the 


Chinese Communist Party leadership 
calls a conference to launch yet 
another wide-ranging ‘rectification’ 
campaign. 


Page 30 

‘On the 10th anniversary of his death, 
*he legacy of Zhou Enlai is being re- 
vived and rewritten to suit Deng Xiao- 
iping's view of recent history. 


30 
Singapore Government an- 
nounces plans to restrict the circula- 
tion of foreign publications it deems 
v el Sig on to the country. 
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Banking: Another domino wobbles in 
Hongkong 
Southern exposure in Singapore 
The art of deregulation 
Trade: More action, more talk in Tokyo 
Energy: A deep lode of losses in India 
Finance: Finer mesh in the tax net in 
Jakarta 


proved costly. 


Page 50 

The financial problems of loniblofg. S 
Ka Wah Bank have finally come into 
the open with the announcement that 
Peking-based Citic is to take control 
























after injecting much-needed new | Industry: Curry and chips in New Delhi —— 
capital. Economies: In search of prosperity in 

Mongolia 
Page 52 Commodities: The bigger the better 





Slow-track planning 

Companies: Closing the barn door in 
Singapore 

Agriculture: Thailand's harvest of ill-will ____ 





A report to the committee charting a 
course for Singapore's future has call- 
ed for a more supportive government 
approach to the financial sector. 


Pages 66-67 
The slump in the price of tin has 
opened up the prospect of Australia's 








REGULAR FEATURES 
Letters 
Briefing 














largest miners gobbling up smaller | Intelligence 
operators who are facing cash-flow | The Week 
problems. Meanwhile, the latest pro- | Travellers Tales 
posal for solving the crisis in the Lon- | Books ——— 
don tin market is unlikely to succeed. | [he 5th Column — — 
Economic Monitor: Philippines 
Page 69 Shroff 
Thailand has protested to the US "olla cim 
about its scheme to sell subsidised | Stockmarkets 
farm products worldwide, threatening | prices and Trends 






up to 40% of Thailand's rice-export 


Backpage Letter: Leh 
market. 












Thai commerce minister 
resigns over rice scheme 


Thai Commerce Minister 
Kosol Krairiksh, accepting re- 
sponsibility for the failure of a 
controversial rice price-sup- 
port programme, resigned on 
14 January — the prelude to an 
impending cabinet reshuffle by 
Prime Minister Prem Tin- 
h sulanond. The price-support 
g scheme, which came into effect 
EN only 45 days earlier, was criti- 
K cised from the movement it was 
first formulated last year and 
led to recent street protests by 
central plains farmers. 

Kosol blamed the program- 
me’s failure on poor coordina- 
tion among government agen- 
cies, but it was clear the issue 
had dealt a serious political 
blow to the Social Action Party 
(SAP), which acts as the cor- 
nerstone of Prem's four-party 
ET coalition government. A week 
E. before Kosol's resignation, all 
| 15 SAP ministers signed their 
names to a single letter offering 
to step down to make way for a 
reshuffle. — John McBeth 


University chief resigns 
in protest over violence 
Dhaka University vice-chan- 
cellor Shamsul Huq resigned 
from his post in mid-January, 
in protest against violent 
E. clashes between two rival 
m groups of students — one sup- 
: porting the government of Pre- 
| sident H. M. Ershad and the 
other opposed to it. Just before 
f his resignation, while he was 
absent from Dhaka, his official 
P residence was attacked by a 
group linked to the student 
wing of the pro-government 
Jatiya Party. 

Ershad, who serves as chan- 
cellor of the country's univer- 
sities, accepted Huq's resigna- 
tion and appointed pro-vice- 
chancellor Abdul Mannan as 
acting vice-chancellor. 

— S. Kamaluddin 


Khmer resistance faction 
suffers leadership rift 
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The long-standing leadership 
E | struggle in the Khmer People's 
Es. National Liberation Front 
E (KPNLF) is now centred on the 
E> Joint Military Command 
E (JMC), which includes military 
“a commanders from the KPNLF 
y- and its fellow non-communist 
b partner in the tripartite anti- 


f Vietnamese Democratic Kam- 
| puchea coalition government, 
= headed by Prince Norodom 










January the president said Ver, 





Sihanouk. One faction in the 
front’s leadership, headed by 
commander-in-chief Sak Sut- 
sakhan, claims that the JMC 
was formed on 4 January with- 
out the participation of embat- 


tled KPNLF president Son 
Sann. , 

But Son Sann issued a 
statement on 13 January say- 
ing that he had previously 
ordered Sutsakhan to imple- 
ment the JMC project. Ac- 
cording to Sutsakhan's faction, 
the JMC comprises himself as 
commander-in-chief, the Si- 
hanoukists’ chief of staff, 
Teap Ben, as his deputy and 
Toan Chay, another Sihanouk- 
ist commander, as chief of 
staff. Son Sann's alleged re- 
luctance to cooperate with the 
Sihanoukist faction is one ot 
the main reasons cited by 
Sutsakhan and his followers 
for the breach in the KPNLF 
leadership. — Rodney Tasker 


Marcos may retire 

military chief Ver 

Armed Forces of the Philip- 
pines chief of staff Gen. Fabian 
Ver may be retired before the 
scheduled 7 February presi- 
dential election, President Fer- 
dinand Marcos said. On 14 


who was aquitted on 2 De- 


PSP IN UNS 


cember by a government court 
of involvement in the 1983 as- 
sassination of - opposition 
leader, Benigno Aquino, will 
turn 66 on 20 January and 
hinted he would not extend 
Ver's service. 

Should Ver retire it is un- 
likely a successor would be 
named until after the election, 
leaving Lieut-Gen. — Fidel 
Ramos temporarily in charge 
of the military. Ramos was ap- 
pointed acting chief of staff 
during Ver's "leave" during the 
Aquino murder trial. 

The US has been pressuring 
Marcos to remove Ver, in 
favour of Ramos who is consi- 
dered more professional. 

— Guy Sacerdoti 


China seeks to rejoin 

Gatt after 36 years 

China has said that it wants to 
rejoin Gatt after an absence of 
almost four decades, a move 
which is thought to improve 


Hongkong's own chances of re- 


maining in the international 
trade organisation after China 


resumes control of the territory 
in 1997. (Hongkong's con- 
tinued membership could be in 


jeopardy unless Peking is able 


to negotiate continued asso- 
ciate status for what is to be a 
special administrative region.) 
A return to Gatt is also thought 
likely to promote China's own 
international trade. 

The Chinese request came 
during talks in Peking between 
Premier Zhao Ziyang and Ar- 
thur Dunkel, Gatt's director- 
general. China, one of the 
group's founders in 1948, left 
the organisation in 1950. But 
its readmission could take sev- 
eral years of negotiation. 

— A Correspondent 


Exco sets expansion 
in Asian markets 
Khoo Teck Puat, the Singa- 
pore financier who bought 
26% of the British financial- 
services group Exco in 
November, says he and Allan 
Ng Poh Meng, the Singpore 
banker whom Khoo has nomi- 
nated to Exco's executive com- 
mittee, will. review the firm's 
business, with a view to using 
its £360 million (US$523.3 mil- 
lion) of net cash to develop new 
fund-management, merchant- 
banking and insurance-broking 
activities. Khoo also says he 
wants to expand Exco's Asian 
money-broking and  stock- 
broking business. Exco owns 
the Hongkong-based broker 
W. I. Carr (Overseas). Khoo 
said he and Ng plan to form a 
Singapore investment com- 
pany which may buy a seat on 
the local stock exchange, and 
that he is continuing to build up 
strategic stakes in local banks. 
— Robert Cottrell 


Order sought for release 

of BMF loan report 

In the latest move to pressure 
the Malaysian Government, 
Johore lawyer Abdul Razak 
Ahmad applied for a court 
order seeking the release of the 
final report on the M$2.5 bil- 
lion (US$1 billion) Bumiputra 
Malaysia Finance (BMF) loans 
scandal. Razak, the deputy 


chairman of the Malaysian 
People’s Socialist Party, made 
the application in his capacit 


as an account holder wit 
BMF's parent, Bank 
Bumiputra Malaysia. The 


BMF Committee of Inquiry led 
by Auditor-General Tan Sri 
Ahmad Noordin Zakaria com- 
pleted its report on 8 De- 
cember. Prime Minister Datuk 
Seri Mahathir Mohamad has 
said that the government does 
not object to making the report 
public — if someone else was 
willing to take responsibility 
for possible libel suits. 

The BMF corruption scan- 
dal erupted in 1983, revealing 
unusually large loans to three 
Hongkong borrowers: the Car- 
rian and Eda groups, and a 
property developer. 

— Suhaini Aznam 


South Korea bankers 
are reshuffled 


Following the cabinet res 2 
of economic ministers of 7 
January, South Korea's state- 
run banking institutions have 
had a thorough change .in 
leadership. Park Sung Sang, 
formerly president of the Ex- 
port-Import Bank of Korea 
(Kexim), has succeeded Choi 
Chang Nak as governor of the 
central bank, the Bank of 
Korea, following Chors own 
appointment as minister of 
energy and resources. 

In an inaugural speech re- 
ported in the local press, the 
new governor pledged to hold 
M2 growth this year to the 12- 
14% monthly annual average 
recorded last year, and hinted 
at lower interest rates. 

— Paul Ensor 


BHP seeks injunction 
against stockbroker 
Australia’s biggest com] y 
the Broken Hill Propri.... y 
Co. (BHP), has sought a court 
injunction — restraining -the 
country's biggest stockbroking 
firm, Potter Partners, from ad- 
vising Robert. Holmes è 
Court’s Bell Group — the 
Perth-based corporate raidei 
which now holds an 18% in- 
terest in BHP after two unsuc 
cessful partial bids. BHP ar. 
gues that Potters, its longtime 
sharemarket adviser, migh! 
pass on confidential informa. 
tion to Bell. Potters said it hac 
given unqualified undertakings 
not to do so. Holmes à Court 
meanwhile, denied a BHE 
charge that he had forced Pot 
ters to drop BHP busines: 
to gain his. 

— Hamish McDonalc 
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Gop. ON HER SIDE? 
-Phili pine o osition resider 
| candidate Corazon Ta Aq 
. plans to use the Roman Catho 
. Church's pastoral network to 
President Ferdinand Marco 
that she‘is playing “footsie” | 
| communists, ROT aon spl 


| of pjland sine 1985. The US- 

| Intelligence Agency has’ 

"9 l hat at least one person, 

| who was said to have led the 

| expedition into Laos, was in the US at 
the time the incident was rumoured 
to have occurred. In addition, the 
Lao Government did not even hint at 

| such an incident during Assistant 

| Secretary of State Paul Wolfowitz’ 

| 
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visit to Vientiane in mid-December, 

| and is going ahead with plans for the 
joint US-Lao excavation of an 

| American warplane crash site in- 
February. 


ROYAL PILGRIMAGE 


| The J. apanese Government has 
| decided to respond to an official - 
South Korean request for either 
Emperor Hirohito or Crown Prince 
| Akihito to visit Seoul, and is now. 
| studying a range of itineraries for the 
«| crown prince and Princess Michiko. 

I South Ko zan President Chun Doo 
requested the visit during talks 
o.in September 1984. 
Bilateral talks on the unprecedented 
| fv vy it have not yet Peeve 


; ‘appeal to the church leadership 
including individual bishops, to ur. 
. as many as 3,000 parish priests to 
_ explain to their congregations during © 
Sunday mass that Mrs Aquino's- 

- adherence to church precepts > 
: Precludes any association with E 







ny. other edi ry after | 
million has been cut indirthe. JS 






E RAMBO RUMOURS | 

A Although US officials are not ruling 

. out the possibility that one American : 
may have been killed and another = - 
captured by Lao forces when they 

-allegedly tried to enter Laos in search 
of US prisoners from the Vietnam 
War era, they remain sceptical. 
Rumours of the Rambo-style 
incident, have | been circulating i in 





share of ma a at the Pas of US 
lawmakers over the past year, senior 
Pentagon sources say only about 
US$10 million will be pared from the 
USS97. 5 million sought i in foreign 





AFGHANISTAN | | | INDIA 

“More than 600 Afghan soldiers and Scores of Sikh Jute were arrested for 
militiamen deserted, went over to the Is- | staging sit-ins on highways that brought road 
amic guerillas in southern Afghanistan | transport to a virtual standstill in many parts 
"and joined in attacks on their former | of Punjab (10 Jan. y. 
units, Western sources in Islamabad said (74 











Jan.) | JAPAN 
OM GI | Prime Minister. Yasuhiro Nakasone de- 
LADESH | | cided not to make a visit to the Yasukuni 


. Hundreds of students rallied at Dhaka | Shrine for the war dead, an official of the 
tiversity after two bombs were found on | Prime Minister’ s Office said (10 Jan.). 
' campus, accusing pro-government groups - 
Dante them (42 Jan.). | PAKIST AN 
| | Iranian President Ali Khamenei arrived 
JF : | on an official visit, the first by an Iranian 
More than: 40 passengers were killed and | leader since the 1979 Islamic rev olution n + 
ore than 100 wounded when Karen Na- Jan.). : | 
onal. Union rebels attacked a state-owned 
ry in southern Burma, it was reported (8. SOUTH KOREA l E 
Es 6. S A last- minute compromise ended a three- 
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SRI LANKA 


. India said (/2 Jan. ). 


-dants accused of invelvement i m an Ei 


Kraiiksh announced his resignation, pa 
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programmes ar 
discuss the possibil 
in manufacturing aireral 
anti-tank weapons. Th 
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will hold talks adn br ad str 
security ISSUES, 


T f inp docu visit by a 
et powered Thai team — 
including Secretary-General of the- 
National Securi ity Council, 
Sqdrn-Ldr Prasong soonsiri, arms 
chief of staff, Gen. Chaovalit 
Yongchaiyuth and permanent 
undersecretary of the dinis ign 
Ministry, Arsa Sarasin — t 
among others, commande! € 
armed forces Gen. Benny Mu 
has now been postponed sec 
the cabinet crisis in Bangkok {z 
13). Chaovalit advises Pri 
Prem Tinsulanond on political as 
as military affairs. The Thai team 
to discuss with the Indonesians t! 
Cambodia question — over which. 
the two sides have had 
disagreements. 











day sit-in by Pn assembiymen - 
national assemb! y (12 Jan.). Leading 
dent Kim Young Sam said he woi 
main opposition party to intensify t 
gle tor democracy (/4 Jan. ). 





Tamil guerilla groups said they wer 
ing off the eight-month-long ruce 
Lankan security forces, the Press Tr 










The trial. of former prime miri 
Kriangsak Chomanan and 39 other g 












ed coup began again in public after being 
journed (8 Jan. y Commerce Minister | 







the way for a cabinet reshuffle (14 Jan. }, 
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d . By Lincoln Kaye in Jakarta 


| 
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| ith the sentencing of Lieut-Gen. 
H. R. Dharsono to 10 years impri- 
sonment on two counts of subversion, 


- | the courts here have finally cleared their 
| dockets — at least temporarily — of 
- | cases arising from the 1984 Tanjung 


| Priok riots and the subsequent bombin 
| of the Bank Central Asia (BCA 
| branches in Jakarta. The former Asean 


secretary-general and ex-commander of 
West Java's Siliwangi army division was 


.— by far the best known defendant in the 
. year-long series of trials. 


Other cases have mostly involved 
Muslim X political figures. Eight 
preachers have so far been convicted of 


stirring up anti-government violence 


with fiery sermons in North Jakarta 
mosques in the months leading up to the 
bloody riots in the city's port district. A 


. group of 28 rioters were tried en masse 


as ringleaders of the Tanjung Priok af- 


. fair. Eleven co-conspirators were con- 


victed in the bombing of BCA, which is 
owned by a businessman friend of Presi- 
dent Suharto's, Liem Sioe Liong. One 


| of those implicated in the plot was 
former cabinet minister H. M. Sanusi. 


The BCA defendants drew prison terms 

ranging from 10 years to life. 
Dharsono, on the other hand, repre- 

sented a more moderate strain of oppo- 


sition to Suharto’s New Order regime. 


He was a member of a loosely knit 
roup of disaffected former military of- 
icers and he often made common cause 

with the liberally inclined opposition 


| *Petition of 50" group, though never 


being a member. Together. with 22 
others of like persuasion, he co-signed a 
“white paper" questioning official ac- 
counts of the Tanjung Priok affair. 

That signature led to one of the two 
counts on which he was convicted. The 
other charge was that Dharsono 
“operationalised” the white paper by at- 
tending a meeting at Muslim preacher 
A. M. Fatwa's mosque in which hot- 
headed youths mooted violent retribu- 
tion for the government's quelling of the 
Tanjung Priok riots. Fatwa was con- 
victed of similar charges a week earlier 
and sentenced to 18 years. 

Dharsono enjoyed better physical 
conditions, considerably more latitude 
in his defence, and more sympathetic 
press coverage than any of the more 
militant Muslim defendants. So solicit- 
ous did the judges and prosecutors seem 
at times during the four-month course 
of his trial, that many courtroom obser- 


vers had been predicting a light sen- 
-. tence for Dharsono. In the event, the 10 





Dharsono is sentenced to 10 years’ imprisonment for subversion 


Guilty as charged 


years awarded proved nearly twice as 
long as what some lawyers and jour- 
nalists had bet on before the verdict, 
though still well short of the 15-year sen- 
tence demanded by prosecutor Bob 
Nasution. 

More than a thousand supporters 
awaited Dharsono outside the court- 
house, where they had been braving 
tropical rain squalls for nearly eight 
hours. Before his machine-gun-toting 
police guards could bundle him into the 
paddy wagon, lawyers and supporters 
thronged around and boosted him on to 
the cab of the truck for a last hurrah. 
The crowd sang a revolutionary-era an- 
them from Bandung, headquarters of 


Dharsono: thronged by supporters. 





the Siliwangi division, Dharsono’s 
former command. Veterans of the divi- 
sion and students from Bandung’s pre- 
stigious universities had packed the 
courthouse throughout the trial. The 
cheering went on for nearly 10 minutes, 
with Dharsono visibly buoyed by the ac- 
colades. When baton-wielding riot 
police tried to pull him down from on 
top the cab, the slight, 60-year-old ex- 
general kicked and spat at them. 


ys. for all the emotion, the moment 
passed without clashes between the 
crowds and police. In the view of one 
senior and officially well-connected 
newspaper editor, the absence of mass 
protest over the Dharsono verdict rein- 
forces the message that the authorities 
meant to get across by prosecuting such 
a venerated public figure: “They can 
break anybody at any time for any 
reason, and no one in this society has 
either the power or, really, the will to do 
anything about it.” Such a lesson is 
worth emphasising for a government 
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facing an election in 1987, on the heels 
of a series of unpopular political control 
measures and a sharp economic 
downturn (REVIEW, 16 Jan. ). 

To underscore the point, judges 
spelled out the limitations of the opposi- 
tion in Indonesian politics. The official 
ideology of Pancasila (whose five tenets 
are theism, humanism, nationalism, 
consensus and social justice) is 
grounded in traditional tribal: law, 
rather than imported Western constitu- 
tional concepts, the court ruled. Pan- 
casila is *diametrically opposed" to lib- 
eral democracy, the judges declared, 
and affords no place for an opposition in 
the sense of “two sides facing each other 
in a confrontative fashic~ ~ 

This is not to say t 
Pancasila precludes 
ferences of opinion, the 


judges added. But they 
must be aired in “estab- 
lished . representative in- 


stitutions” through the pro- 
cess of musyawara, or fami- 
ly-style give and take aimed 
at achieving consensus. The 
white paper's call for an 
independent commission of 
inquiry into the riots was 
extraneous, the court found, 
since no Indonesian had 
reason to feel intimidat- 
ed in discussing the af- 
fair. Rather, the co-signers 
should simply have petition- 
ed parliament or the president for any 
clarifications they required. 

Such statements from the bench re- 
peatedly drew jeers from the spectators 
in the courtroom. So did the judge’s de- 
nial of the defence team’s claim tha — : 
New Order regime had created a ' cui- 
ture of fear" in Indonesia. “Thére is no 
government on the face of the earth that 
exists to intimidate its people," ‘the 
court asserted. The judges rejected 
Dharsono's suggestion that the Tanjung 
Priok riots belie the illusion of In- 
donesia’s “superficial stability.” Such a 
misperception, they ruled, results from 
“applying standards that' don't fit. In- 
donesia’s conditions.” — ^ 

The extent and forcefulness of the 
court's pronouncements on these sub- 
jects contrasted with the obliqueness of 
the language used to link Dharsono to 
the BCA bombing, the sole act of ter- 
rorist violence cited in the indictment. 
The verdict declares that Dharsono's 
sermon at Fatwa’s house “further 
aroused the emotions of those present 
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the current governmental 
tem, which finally led to attitudes and 
actions of the radical and extremist sort 
[that marks certain] circles among a por- 
tion of Islamic youth, resulting in the 
implementation of violent deeds such as 
the bombing of the BCA building." 
"With that much equivocation," ac- 
cording to one courtroom observer, 
“it’s char that they're hardly resting 
their case on even a circumstantial link 
| With actual terrorist acts. Rather, Dhar- 
- sono stands convicted mainly of straight 
ideological crimes." This sets a new pre- 
cedent in Indonesian case law, and one 
that opens the door to countless future 
^prosecutions at the government's sole 
discretion. For instance, any co-signers 
. of the white paper who had hoped to 
« avoid prosecution on the grounds that 
they were not implicated in the Fatwa 
meeting now found themselves with less 
‘basis for optimism. 


l Dg evertheless, defence counsel Adnan 
 WWBuyung Nasution assessed the 
verdict as a kind of victory. “At least 

~ "ve gotten them to show their hand.” 
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Buyung: a kind of victory. 


In the long run, he feels, the anti-liberal 
position adopted by the court will cost 
the government support among the two 
main audiences at which the trial was 


ned: the international community 


icluding Indonesia's aid donors) and 
the more enlightened officers in the 
"successor generation" of the military 
leadership. It was in order to court these 
constituencies that the Legal Aid Insti- 
_ tute decided to designate a special de- 
fence team for Dharsono, rather than 
lumping his case together with those of 
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TI EX. 
cross examination of defence testimony 
was surprisingly circumspect. Dharsono 
got his day in court to voice sweeping 
denunciations of the “deviation” of the 
cureent regime from Indonesia's con- 
stitution and the original ideals of the 
New Order. He upbraided the au- 
thorities for their “perversion” of Pan- 
casila, their corruption (though citing 
few concrete particulars), and the "in- 
humanity" of their handling of the Tan- 
jung Priok affair. Press coverage of all 
this was so extensive and sympathetic 
towards Dharsono that some journalists 
themselves professed surprise. 

The physical conditions of the ex- 
general's detention and trial were also 
markedly better. When it came time for 
Dharsono to write his own defence sum- 
mary, he was removed from prison for a 
fortnight and placed in an air-con- 
ditioned house in suburban Kebayoran. 
He was allowed a research staff, word 
processing computers, free access to 
printed materials and visits from his 
wife and children. Fatwa, by way of con- 
trast, was forced by the court to read his 

_ 1,200-page defence sum- 
mary non-stop in order to 
beat the statutory deadline 
for pre-sentencing detention. 
After three straight days of 
this, he dropped of fatigue 
in court (REVIEW, 9 Jan. ). 

Yet despite the differ- 
ences in their treatment, 
Dharsono's solidarity with 
Fatwa has held fast. The 
two men testified at each 
others' trials (each relating 
how the other had tried to 
calm the inflamed emotions 
of the Muslim youths). And 
at the end of the proceed- 
ings, Dharsono was in no 
mood to thank the court for 
any special consideration. 
Nevertheless, he plans to appeal his 
conviction despite the fact (as noted in 
his defence summary) that never in the 
history of the New Order has “a political 
trial like this resulted in an acquittal." 

Other co-signers of the white paper 
have already engaged attorneys in case 
they get called in on subversion charges. 
In the arraignment documents of the 
Dharsono case, the prosecution listed 
names of prominent Petition of 50 mem- 
bers as likely witnesses and suggested 
that they may subsequently be charged 
with subversion themselves. Ali Sadi- 


QUEEN INNEN | io 4 SOM LT EAR ii EAT 
sys- was re ative yi fetter ed. , whl e judicial 


——— — . — - . -— 
*& i 8 CORE B 2 


r 4 a’ ^" max pe 2 
PHILIPPINES 


completely, US specialists believe a ` 
weak Marcos is unlikely to travel very — 


‘paraphernalia. Close associates of Mai 
cos are reported to be very concerned - 
dential campaign. : 


card," a congressional source said, but, | 
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The health 
question 


US intelligence suggests = 


President Marcos is very ill. «> | 











By Nayan Chanda in Washington Be 
AT US intelligence report. on. 
the state of President Ferdinanc 
Marcos’ health has added to Washing- | 
ton's uncertainty about the presidential | 
election scheduled in the Philippines for | 
7 February. While most US analysts still | 
expect the election to take place, some | 
fear an ailing Marcos, unable to cam- k 
paign as much as he would like and fac- | 
ing a strong opposition effort, will come - 
under increasing pressure from his asso- 
ciates to call off the election. As 1 | 
Sources here said the intelligence re- 
port on Marcos, who has been suffering - 


ated. Although he appeared at a press - 
conference on 10 January, he is said to | 
be moving about with a portable dialysis — 
kit. At the press conference, Marcos . 
had trouble with his balance — a - 
podium and teleprompters were quickly — 
removed so he could remain seated, : ndi 
he slightly dragged his left leg. At all - 
rally'appearances, Marcos is carried to — 
the: stage by a security detail and two - 
aides arrive moments before Marcos | 
carrying a pair of black suitcases, possi- 
bly containing the dialysis machine. His | 
feeble condition led to the cancellation | 
of all his public appearances on 11-12. | 
January. But he went ahead with a plan- 
ned trip to southern Luzon two days . 
later. É 

While his recent relapse did not ap- f 
pear as serious as previous ones, during — 
which he disappeared from public view — 


far. with all his necessary medi TN 
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by his failing health and the gathering | 
momentum of the opposition's presi- - 
E 


"Marcos' health, of course, is a wild | 


he added, “calling off the election on | 




























the Muslim preachers. "There's a deep 
“suspicion of Islam, both overseas and in 
the military officer corps," Buyung ex- 
„plains. “We didn't want that clouding 
. the issue." | 
|^ Perhaps motivated by similar consid- 
¿ erations, the government, for its part, 
| has also treated Dharsono far more gin- 
|. gerly than it has the religious defen- 
|. dants. More of his requests for witness- 
| es, research materials and scheduling 
| of hearings were honoured. Defence 












kin, the charismatic ex-governor of 
Jakarta and leader of the Petition of 50 

roup, is often mentioned as a likely de- 
endant, and other possible targets in- 
clude former cabinet minister Slamet 
Bratanata, Muslim lawyer Anwar 
Haryono, student leader Erlangga and 
Air Marshal Suyitno Sukirno. Persis- 
tent rumours also predict a second pro- 
secution of Sanusi on charges arising 
from the bombing one year ago of the 


him in a box." If he is too ill to stand in 
the election, by the same token he © 
would be unable to govern. The Philip- | 
pine Constitution states that in case of | 
. physical infirmity the president must - 
step down and allow a snap poll. He | 
could declare martial law but that — 
would be politically costly. He declared | 
on 10 January he would not do so unless | 
the communists attacked cities or *there 
is fighting in the streets of Manila." 


| the grounds of his poor health would put | 


examination of prosecution witnesses | Borobodur temple in Central Java. D Marcos’ health problem aside, the — 
pu Tie SRS eee Rn aid cricucOr us DC nt a e. cde AMAT Ew 


|. building groundswell of suppo 


= - E = 
T $ 


t for op- 
position candidates Corazon Aquino, 
wife of assassinated opposition leader 
Benigno Aquino, and her running 
mate, Salvador Laurel, could lead the 
president’s associates to push for can- 
celling the election. However, some 
analysts believe it would be out of 


= | character for a “macho” Marcos to be 


seen shunning a fight with his female 


| challenger. “I guess," an analyst said, 


|| the Communist Party of the Philippines 
| (CPP) and the legal leftist Bayan politi- 
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| the impossibility of ensuring totally 


| enced and infiltrated by the CPP have 


. à part of the Marcos electoral strategy 


| of the working-class urban population. 


| didate Corazon Aquino sufficiently to 
= warrant a new counter-attack, expected 


. and her vice-presidential running mate, 


“he would tell his men ‘do whatever is 


| necessary to win’ rather than cop out." 


The possibility that Marcos would 


j resort to large-scale fraud is taken seri- 


* 


By Guy Sacerdoti in Manila 


Dept an announced boycott of the g 


Philippine presidential election by 


cal front, President Ferdinand Marcos’ 
accusations that the opposition is influ- 


intensified and become his primary 
campaign weapon. 
Moreover, the tactic, which has been 


from the start of the 57-day campaign, 
appears to have a certain appeal to some 


Its largely unknown reaction in rural 
areas, where some 70% of voters live, 
has worried the staff of opposition can- 


to be launched during the weekend of 
18-19 January. 
Marcos' tirade against Mrs Aquino 


Salvador Laurel, on the communist 


| issue has attempted to shift the basis for 
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the election away from Marcos’ own 


original claim that the “main issue is 


to a “communism-versus- 
thrust. 


Marcos,” 


democracy" In campaign 


speeches and in palace press releases, 


Marcos has accused Mrs Aquino of! 
being a tool of the New People’s Army 


- || (NPA), the CPP's fighting arm; that she 
| will allow communists to hold positions 
| within her cabinet; that her advisers — 


“ghost advisers," according to Marcos 
— are communists, and that her assassi- 


“nated husband, Benigno Aquino, not 


merely sympathised with them but was a 
co-founder in 1968 of the CPP. 
Although Marcos has not produced 
any evidence for any of these accusa- 
tions, Armed Forces of the Philippines 


| chief of staff Gen. Fabian Ver followed 


them up on 11 January in Cebu City say- 
ing that he planned to arrest Mrs 
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honest 
tions in the far-flung archipelago, they 
believe that cheating could be reduced 
by bringing international focus on the 
election. 


- 


AS the US administration organises a 
presidential delegation to observe 
the election, leaders of both houses of 
congress agreed to meet in late January 
to decide whether to send their own ob- 
servers along with an international poll- 
watching team. “It is mostly symbolic — 
a psychological booster,” one source 
said. “What the administration and some 
of the concerned leaders on [Capitol] 
Hill have been trying to do is to stiffen 
the spine of Namfrel [the National Citi- 
zens’ Committee for Free Elections] and 


| The red menace card 


| Marcos uses communist issue as his main campaign weapon 


Moro guerilla: Aquino links claimed. 





Aquino's “communist” advisers follow- 
ing the 7 February election. 

The widely publicised threat came 
the same day Mrs Aquino was greeted 
by a nearly hysterical crowd of an esti- 
mated 200,000 people lining the route of 
her 17-km motorcade from the Mactan 
island airport into Cebu proper — the 
largest show of support for either candi- 
date since the campaign began. 

The Marcos-controlled press, still 
dominant in Manila and in the coun- 
tryside, has joined the "Aquino is com- 
munist” bandwagon as well. Some 
editors admit privately that they have 
been subjected to increased pressure 

from the palace — the sort of pressure 
which lessened in frequency and was lit- 
tle heeded after the August 1983 
Aquino assassination. 

The result has been a renewal of the 
highly selective editing and reporting of 
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tary so that cheatin -' 
mum." 
Ballot rigging and bribery are seen as 
an integral part of Philippine elections, 
but US officials and congressional ex- 
perts believe the opposition's chances. 
will improve if fraud is limited. In this 
connection, administration sources 
note with interest that Manila Arch- 
bishop Cardinal Jaime Sin, in d recent 
pastoral letter on the coming election, 
suggested that voters take money from! 
political parties but vote their consci- 
ence — advice, if taken, that is likely to 
hurt Marcos. | 
However, the sources fear that if the 
election is held it might result in a nar- 
row victory for Marcos amid charges of 


+ 
n 


| 


martial-law days, with editorials and 
cartoons depicting Mrs Aquino within 
the communist camp. Reprints of arti- 
cles from the foreign press, such as a 
long piece in the December issue of the 
conservative US-based journal Com- 
mentary, drawing parallels between the 
NPA and the Khmer Rouge, and ~~ 
article from the London Observer, all 
ing deals between the CPP and the 
Aquino camp, are being given promi- 
nent display. i B's d 

While giving credit to the Commen: 
tary piece for modifying what they call- 
ed the popular Robin Hood image of 
the NPA, some US officials charac-: 
terised its Khmer Rouge cómparison as 
“overdrawn” and questioned its claim 
that the NPA is getting Soviet aid. 


pening another attack, on 14 
January, the pro-government press 

headlined an alleged pact between Mus- 
lim secessionists in Mindanao — the 
Moro National Liberation Front — and 
Agapito “Butz” Aquino, Aquino’s 
younger brother, to allow Mindanao 
secession in exchange for électoral sup- 
port for the opposition. Some of the 
stories, complete with map, neglected 
to mention Mrs Aquino's response that 
Marcos’ initial accusation on this st 
ject “is, as usual, a lie." 3 

In a nationally televised press con- 
ference on 10 January, Marcos reiter- 
ated that “there has beén an inder- 
standing” between Mrs Aquino and the 
CPP. He warned that a military coup 
would result if communists were al- 
lowed participation within the govern- 
ment and that “this talk” about a CPP 
and Bayan boycott of the elections was 
not to be believed. u 

The CPP official boycottof the elec- 
tion, announced on 6 January, was to be: 
expected. Electoral politics are 
anathema to CPP dogma on the grounds 
they would lead to the type of “par- 
liamentary struggle" of the old Soviet- 
based Partido Kommunista ng Pilipinas 
(PKP) in the late 1950s and 1960s. The 
CPP was specifically organised to com- 
bat PKP ideology and continues to 
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many influential US politicians 

_ favouring a censure of the election 
and rightwing Republicans. backing 
Marcos. 

Jeane Kirkpatrick, a former US am- 
bassador to the UN and a leading 
ideologue of the Right, seems to be pre- 
empting possible charges of poll rigging 
by arguing that “many countries in the 
world are worse governed than the 
Philippines. None is more important to 
the stability and security of the US, 
Japan and other independent nations in 

the Pacific.” Hence, she concludes: 
“Choosing a Philip ine government is 
their [the ilies’) Business. Protect- 
ing American interests is ours.” o 


launch propaganda attacks against the 
old, almost defunct party. 
.. More significant than the CPP move 
was the 8 January boycott decision of 
Bayan, or Bagong Alyamsang 
Makabayan, which was established in 
1985 to allow for legal mass actions by 
" Left and for participation in local 

‘tions still scheduled for May but 
now likely to be postponed until later 
this year. Bayan, while relatively weak 
in Manila, has significant popular sup- 
pert in. regions such as Mindanao and 
Negros, where Mrs Aquino is not well 
known. The response to a planned cam- 
paign swing by her through Mindanao 
to begin on 16 January should indicate 
whether the;Bayan boycott will be an 
active one, or whether there will be 
passive support for her candidacy. 

., Mrs Aquino has said that Bayan sup- 
port would be welcomed. But in discus- 


sions with Bayan leaders she refused to 


alter her policy position on specific is- 
sues to accommodate their demands, 
particularly those concerning US mili- 
tary bases, emphasising that one of the 
strengths of her campaign was that she 
was not making any political deals 
which could tie down her administration 
should she win. 

- Her stand against immediately clos- 

the facilities at Clark Air Field and 
ouvic Naval Base was the specific 
reason for the Bayan decision to boycott 
the voting. Mrs Aquino says that the 
bases agreement will be respected until 
it expires in 1991 and that, while the US 
will be asked to leave as long as she is as- 
sured no other power will intervene, 
"much can change" in the five years 
until then... 

Her public stand against communism 
hardened during the week of 6 January 
as well. She said that while she would re- 
lease all political prisoners in Marcos’ 
jails, if the CPP and NPA refused to lay 
down their weapons, she would fight 
them with all the means at her disposal. 
Mrs Aquino continues to say that she 
would call for a six-month cease-fire in 
the countryside so discussions with CPP 
leaders could take place. 


figs ENG 


CONOMIC REVIEW e 23 JANUARY 1986 


TN $-- Ls uh Lo 
is a 






A | "TLIAM A A 1 
a i | AILA NL m a 


Exit the wis guru 


| e (oua the ine to o Washington, 
wit 














A 









) me EPES 





TE 1 Saa ae 
' Ape Aia Mee & 






prere 


a. 
AEFT T 


+ »" 


Kukrit resigns and leaves the SAP in search of a leader 


By John McBeth in Bangkok 


G iven his stature as the most domin- 
ant figure on the Thai political stage 
over the past decade, it had to be ex- 
pected that the recent resignation of 
former prime minister Kukrit Pramoj as 
leader of the Social Action Party (SAP) 
would have an important impact not 
only on the party itself but also on Prime 
Minister Prem Tinsulanond's coalition 
administration, which now has only 15 
montlis to run before a scheduled gen- 
eral election. 

Kukrit played a key role in keeping 
the four-party coalition afloat and has 
vowed on several occasions that his 
main goal is to see the current gov- 
ernment serve out its second term. But 
he has become increasingly frustrated 
over Prem's leadership and his refusal 
to replace handpicked Finance Minister 


Sommai Hoontrakul, whose conserva- 
tive fiscal policies have come under 
strong criticism. 

Barely had Foreign Minister Siddhi 
Savetsila been appointed as interim 
party leader than pressure grew within 
the SAP for a reshuffle among its own 
cabinet ministers. This was an effort to 
repair some of the damage caused by 
the collapse of an ambitious rice price 
support scheme introduced last month 
by then commerce minister Kosol Krai- 
riksh, an SAP member. 

Although the scheme was looked on 
as a political gamble from the outset, 
Kukrit and other party stalwarts feel 
that SAP — with eight of its allotted 15 
ministers holding commerce, agricul- 
ture and finance portfolios — has been 
unfairly taking all the heat for the coun- 
try s economic woes when many of its 
innovative ideas have supposedly been 
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ignored or rejected by Prem appoin- 
tees. | 
That is not a universal view, how- 
ever. While agreeing that the economy. 
should be more growth-oriented and 
could do with a lot more stimulation to, 
cope with unemployment, one senior 
SAP executive told the REVIEW: “It’s 
all very well to put the blame on Som- 
mai, but we have to take some of the re- 
sponsibility too.” 


Still, Kukrit's resignation had to be | — 


faced and for the party's sake at least it 
is better it came sooner than later if 


is to get its house in order before the | 
is stil | 9 


1987 election and while he 


around to offer guidance. Known affec- 
tionately as the Grand Guru of Suan . 
Plu, after the district in which he lives, 
the 74-year-old British-educated scho- 





lar and politician founded SAP in Oc- 
tober 1974. He subsequently served as 
prime minister between March 1975 and 
April 1976, replacing his brother and 
then Democrat Party leader Seni Pra- 
moj whose coalition lasted barely a 
month. 

Perhaps Kukrit's greatest accom- 
plishment during his period in office 
was the introduction of the Tambon 
Development Fund in which the gov- 
ernment pumped Baht 2.5 billion 
(US$96 million) directly into village 
councils to finance the building of ac- 
cess roads, irrigation canals and other 
infrastructure projects. The unprece- 
dented scheme came in for considerable 
criticism, but most of the money went 
where it should have gone and contri- 
buted significantly to grassroots deve- 
lopment. It also gave SAP — and Kukrit 
— a solid political base in the country- 
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Tide whichit still aa tos ome Pepe 

Apart from a period during 1981, 
SAP has served in each of Prem’s cabi- 
nets since he came to power in 1980. 
And as the largest party to emerge fol- 
lowing the 1983 elections, it has acted 





= | as a crucial anchor stone for a leader 


Be nose apparent hands-off style has 
. Often baffled political pundits. Kukrit's 
| “role as Prem's mentor is no secret, but 
| his contribution to relative government 

| | stability i is founded more on his ability 

| to keep his party together. His asso- 
 ciates must know what that entails. 


— | They call him a political genius. 


As well as his frustration with Prem 
| — particularly after the advice and sup- 
port he has imparted to him behind the 
scenes — Kukrit’s decision to retire 
from active politics was also spurred by 
SAP's loss to the resurgent Democrat 
Party in the Bangkok Constituency One 
by-election on 26 December. Although 
- there were only 6,000 votes in it, SAP 
| would have gone down by a much larger 
-| margin if it had not been for the exten- 


- | sive support it received in the army- 


dominated district of Dusit. 


n SAP leader told the REVIEW that 
he believed the party had lost the 
support of the entrepreneurial class “be- 


= | cause of the many acts and policies of 


| the Commerce Ministry." He pointed 

| out that in the 1983 elections, Kukrit, 
Siddhi and former deputy leader Kasem 
Sirisamphan won by a landslide in Ban- 

-grak and Sampanthawong, two of the 
six districts subsequently combined into 
Constituency One. 

" At that time, the party had the sup- 
port of the merchants, but we've lost all 
that and it had nothing to do with Som- 

mai," he said. Saying that he agreed 
with the controversial baht devaluation 
in late 1984, he complained that it was 
measures introduced after that which 
hurt the business community to a point 
where it had lost its trust in the party. 

SAP has appeared to lose its direc- 
tion over the past few years, coinciden- 
tally in the period since former econo- 
mic overlord Boonchu Rojanasathien, 


— | the architect of the party's policy plat- 


bp form, dropped out of active politics just 
before the 1983 elections. In Thai 
academic circles there is a feeling that 


= | the party has submitted to domination 


by. big business and that it is suffering 
from the same disturbing symptoms of 


= | regionalism that once afflicted the 


| Democrats. 

. Party leaders acknowledge that SAP 
lacks a credible action programme, but 
at the same time they point out the poli- 


S. ic tical pitfalls of having a large share of 


the economic ministries. By compari- 
son, 
more than half of SAP's 101 seats in the 
House of Representatives and therefore 
in no position to demand key jobs — are 
responsible for health, education and 
— | science and technology, relatively soft 
— | portfolios which, as SAP members 





15 point out, “have T nuch m mo Oe tor 





giving than taking.” 
With Kukrit now gone, some mem- 
bers feel that the party's survival de- 


sponsibility and leadership. "Without 
Kukrit as a father-figure, we have to 
resign ourselves to the fact that there 
has to be a change in our image, our tac- 
tics and our thinking,” said one. “Our 
concern is how to keep the party going." 
On the credit side is the increased sup- 
port the party can expect from the mili- 
tary given the internal dissension that 
has rent Communications Minister 
Samak Sundaravej's Prachakorn Thai 
Party. 

Although Siddhi has been selected as 
interim leader, it remains uncertain 


whether he will want to accept the post 
on a permanent basis when the party 
caucus convenes in June. One of the 
busiest and certainly the most travelled 
of Prem's ministers, he has told dip- 
lomats he is not keen to take on the 
added burden and is also known to have 





Siddhi: interim leader. 


voiced concern over his lack of a strong 
financial base — always an important 
consideration in Thai politics. 

Leaving Siddhi aside, knowledge- 
able observers feel only former secret- 
ary-general Pong Sarasin and Deputy 
Commerce Minister Pairojana Cha- 
yaporn have the sort of leadership 
capabilities necessary to oversee the 
party. But Pong — one of the party's fi- 
nancial backers and a key link to the 
military — prefers to remain in the 
background. 

Some party elements, perhaps as 
many as 30 of SAP's 101 MPs, are push- 
ing for Boonchu to return to head the 
party or at least occupy a senior post. 
But for those with long memories, seri- 
ous obstacles stand in the way. Al- 
though he remains a party member, 
many of his former colleagues are still 
resentful over the way Boonchu ab- 
ruptly and publicly dropped out of ac- 
tive participation in party affairs just be- 
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c we contrary, | the issue was not | 
.. raised during US Assistant Secret- - 
. ary of Defence Richard Ar pen 
. recent talks with Prem ; 


D. : Secretary 
. Thai officials did mention the s 
. ject in private « conversation. — 


. would not be th 
cus eed ont | e suas 


pends on the growth of collective re- | ae 





coup d’etat on 9 September, - X 
Thailand. has learned that a con- _ 
troversial clause slipped into mer 
1986 US Foreign. Aid Bill. during a. 
late-night congressional drafting 


5 session will have the affect of m se - 


ting off US bilateral assistance - 


. fo any country. “whose duly elected — 


head of government is pose vi 
military coup or decree.” 
While there is debate over how | 






the clause is to be interpreted, par- — 
ticularly with regard to a non- - 


elected leader such as Thai 





ficials are concerned all the same - 
over the way it may reduce flexibil- - 


-~ ity in foreign. relations. xpi if 
| i | taking. 





it * t seriously, | 





While Guatemala mM gs Sal- 





. vador — not Thailand or any other | 
. Asian nation — were the — 
= pert tape of the clause, the ty ‘0 coui 





conference-commitiee stage, ia 


. House and senate delegations: E 


together to resolve legislative | 


ferences. The move broadened the - 


clause’s application to include all | 


. countries. “It is an indication of re- 
-spect for the democratic - process, - 
— - but it is not directed agains i 

. land," the official said. .— 





The bill was signed into iw by. 
President Rea 
ber but, accor 


an on 19 Decem- _ 
ing to well-placed 


sources, the Pentagon only got to 


hear about it when it was noticed by E 
staffers in the Defence Security As- _ 
sistance Agency. The State E Depa 







. ment has aiso made clear its co 
cern to US missions abroad. Asone | 
. diplomat put it: “This is the kind of | 
| provision that can acquire a life of | 
^ itsown." . | 
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American Express Bank 





Private banking 













N^ American Express Bank offers 
you the security, convenience 

and confidentiality of a private account 
in Switzerland - with some important 
extras. 

To start with, you have your choice 
of a full spectrum of global banking 
services: accounts in Swiss francs or 
other major currencies, investment advi- 
gory and asset management services, 
foreign exchange, precious metals. 

And all are provided with American 
Express Bank's traditional commitment 
to excellence. 

Secondly, your personal Account 
Officer at our Zurich or Geneva 
branches is fully committed to handling 


Locatton of American 
Express Bank 

offices in Zurich, 

at Bahnhofstrasse 20. 


with a Swiss option. 
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your affairs swiftly, accurately and 

with utmost discretion. He coordinates 
American Express Bank's worldwide 
facilities (82 offices in 39 countries) on 
your behalf, supported by one of 
today's most advanced telecommunica- 
tions and computer networks. 

Our private banking clients enjoy 
still another exceptional advantage: 
access to the worldwide investment 
opportunities available through the 
American Express family of companies 
- offering you many additional ways to 
protect anc i increase your assets. 
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7 Finally, we not only meet 
your private banking needs; 
we also provide the broad 

range of personal and travel 
arrangements so valuable to the inter- 
national client. These include American 

Express Bank Gold Card^ privileges 

and our exclusive round-the-clock 

Premier Services?" for the personal and 

business travel needs of certain clients. 

As you see, our concept of private 
banking is truly exceptional in many 
ways. We'd be pleased to give you full 
details on how American Express Bank 
can help you reach your objectives. Visit 
or telephone us today: In Hong Kong, 

5-844 06 88; in Singapore, 225-6330. 


y American Express Bank 


Exceptional service in private banking 


American Express Bank Ltd. 
An Amcrican Express company 
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What you see is a contradiction in terms. 
On paper, this brainteasing shape is an impossibility - yet 
here it is, on paper. 


YOU SEE, NOTHING IS IMPOSSIBLE. 


In the world of business communications and information, 
problems often seem to take on similar perplexing dimensions. 

Computers have to be linked in many different ways. 
Networks need viewing from all angles - not just one. 

For us, bridging a communications gap often means looking 
at the problem from a new perspective. 

It also means having an open mind as well as an open concept. 
A concept that breaks both the bounds of imagination and 
the barriers to communication - in all forms. Data, text, image 
and voice. 

Products to keep people in touch and informed. 

From the simplest telephone handsets, to worldwide tele- 
communications, from personal computers to document handling 
and data processing systems. 





PHILIPS, A NEW DIMENSION IN VOICE, IMAGE, DATA AND TEXT. 


It's all part of our total systems approach which we call 
sophomation; an open concept which opens up a world of possi- 
bilities in information management. 

Next time you are faced with a seemingly impossible problem, 
talk to Philips. SOPHOMATION: 

You'll soon see the sense in it. T ThetetaapU 


PHILIPS, P.O. Box 32.1200 JD Hilversum. The Netherlands. Telephone Int. 31 35 89 91 11. Telex 437 12. 
Telecommunications Systems/Data Systems. 
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PHILIPS - 


BENEATH CANADA'S SURFACE, 
THERE IS MORE ECONOMICAL 
ENERGY THAN ANYWHERE ELSE 


IN THE WORLD. 





With the formation of Invest- Come and see for your- 
ment Canada, the Canadian self. Plan on attending 
Government has placed the "OPPORTUNITIES 
welcome mat out to foreign CANADA”, a unique show- 
investors. Energy is one of case of Canadian industrial 

the best reasons why your capability and investment 
company should consider the opportunities to be held 
invitation. in Toronto, March 12, 13 
Canada ranks number one and 14, 1986. We will also 
in overall energy resources Send you a brochure on 
“OPPORTUNITIES 








per capita. Number one $ 
in its growth rate for oil CANADA. 
exports. Number one Attach your business 
amongst industrialized card to a copy of this ad 
nations in energy trade sur- ^ and post it to: 
Investment Canada, 


plus. And number one in 

opportunity. There is suffi- Canadian High Commission 

cient electricity, natural gas, P.O. Box 10990, 

crude oil and coal to not only 50732 Kuala Lumpur, 
ensure low cost domestic . Malaysia TLX 30269 
consumption but to ensure DOMCAN MA 
competitive manufacturing Investment Canada, 
BUE. Business Centre, 

In exploration, processing Commission for Canada, 

and manufacturing, Canada GPO Box 11142, 

offers an ideal environment ^ Hong Kong. 

for investment. Energy sup- inier Canadi 
plies are secure and the Canadian High Commission, 
stable prices average out Massi Bead 

as the lowest in the world. P.O. Box 845, 

Send for a copy of our Singapore 9016. 

investor's handbook and 

discover all of the good rea- 

sons why Canada is today's 

land of opportunity for 


your company's business 
ventures. WELCOME TO THE 
NEW SPIRIT OF ENTERPRISE 





INVESTMENT 
CANADA 


^A free night in KLMS 
Surprising Amsterdam" 
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Flying KLM's Royal or Business Class 
on an intercontinental trip via Amsterdam? Then 
discover something special: Stay-on-the-Way. 
From the Holland Promotion Foundation. 

Just look what you can enjoy: a free hotel 
room — either for one night or one day in an 
Amsterdam top hotel. A 40 guilders meal 
voucher (app. US $ 15). Plus free bus transfers 
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between the airport and the city terminal. 

Fly KLM via Amsterdam Airport Schiphol. 
And Stay-on-the-Way. 

We'll give you an Amsterdam good time 


on the way. Ask your travel agent or 
KLM for full details. ocoo 


The Reliable Airline KLM 


Royal Dutch Airlines 
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e ; THE ues n made by Simon 
Winchester in the columns of The Times 
of London recently that many of Hong- 
kong's worries about fie future would 
ins Prince of Wales 
was appointed as gWernor cannot have 
regCyrprise to readers of 
= thóügh it's nice to know 






-that sooner or later The Times catches 


up. 

The idea was first mooted, admit- 
tedly in jest, as far back as 1981 in a col- 
umn written by the late Richard 
Hughes. This Traveller revived the pro- 
posal i in these columns last year (9 May 
'85) when I commented: “My guess is 
that Peking (which, like many a Marxist 


state, dearly loves a Lord) would smile | 
on ‘such a prestigious appointment,” 


which I argued would provide Prince 
Charles with “a challenging and mean- 
ingful job and excellent training for his 
future kingly duties,” while “confidence 


dn Hongkong would undoubtedly blos- 


-governor's duties as repre- 
sentative of the Crown from 


creasingly political role of 
. Peking would undoubtedly 
any reduction in the power 
-vellian move by the British 
to dilute the authority of the 


of Hongkong. 


tages 
deputy governor could be 


som. 

IN fact, ji ‘would be a complicated 

reise since some steps 
would presumably have to 
be taken to separate such a 
the administrative and in- 
the present governor — and 
regard with grave suspicion 
of the governor as a Machia- 
post-1997 ruler of the Spe- 
cial Administrative Region 

If such suspicions could 
be stilled, many advan- 


would accrue. A 


appointed to do the dirty 


work, and, as well as Princess Di and 


~ family, Prince Charles could bring 
h him a whole team of aides and 


 equerries who could revitalise the 


lacklustre team now purporting to 
run the Hongkong Government. Past 
luminaries, many of them well into re- 
tirement, such as former governor Lord 
MacLehose, former anti-corruption 


boss Sir John Prendergast and former 


chief secretary Sir Philip Haddon-Cave 
could bring a new sense of direction to 
the boost provided by the Prince of 


Wales. . 
. * I CAN certainly attest to the unifying 
and morale-boosting role which a work- 


ing “royal” can provide, having recently 
observed the King of Thailand on one of 


his working trips to stimulate develop- | 
ment in the countryside. I hope the. 


REVIEW's Bangkok correspondent Pai- 


sal Sricharatchanya and I manage to 
| es thd wake ayes of his toro asa 
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catalyst in this week's cover feature. I 
am not, of course, suggesting that the 
Prince of Wales could generate any- 


thing like the awe and affection in the. 


hearts of 5 million Chinese which King 
Bhumibol Adulyadej so obviously in- 
spires in his subjects. But his presence 
could make all the difference. Unfortu- 
nately, it's the sort of imaginative and 
bold gesture which the British were 
once capable of making almost 
routinely — and which today only in- 
spires embarrassed giggles from the 
bureaucrats. 

@ SYMBOLS can work both ways. Pai- 
sal and I took advantage of being in 
Sakhon. Nakhon to drive east to the 
banks of the Mekong for an excellent 


meal at a fish restaurant, looking across 


the brown waters of the huge river at the 
hills of Laos (after dark, barely a light 
can be seen shining in that sad country). 

Nearby was one of the holiest sites in 
the region, the Wat That Phanom (pic- 
tured). Tradition has it that this temple 
was built only eight years after the death of 
the Buddha to house 
one of his holy relics 
(a chest bone) and 
was erected by the 
rulers of five ancient 
kingdoms spanning 
what are today parts 
of northeast Thai- 
land, Laos and Cam- 
bodia (though other 
| sources claim that 
| the first building was 
: pus later, original- 
y marking a centre 
of Brahman learn- 
ing). Anyway, the 
 chedi survived re- 
ligious ups and 
downs, wars and 
times of peace and at 
least six major reno- 
vations, becoming a 
holy nein of the ancient Larn Zang 
kingdom. 


Early in August 1975, after several | 


days of a tropical downpour, the 53-m- 
high tower (chedi) collapsed crüshing 
nearby walls and buildings. The sym- 
bolism was ominous indeed, for in that 
year the communist Pathet Lao had es- 
tablished control over Laos, heralding 
the collapse of the monarchy. The Lao 
royal capital of Luang Prabang had orig- 
inally been one of the five kingdoms — 
Chullani — whose ruler was said to have 
helped build the original chedi. 

Today the chedi has been completely 
restored yet again. One of the many fac- 
tors spurring King Bhumibol on in his 
efforts to improve his people's lot is his 
determination that the monarchy in 
Thailand will not suffer the fate of the 
kings who once ruled across the waters 
of the Mekong. 
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British Biehl in Bangkok is normal lly 
a reserve for the diplomats — and f 
the impressive statue of Queen Viel 
toria. It is said that when the Japanese? m 
"occupied" Thailand during World Wardi ; 
H they built a wooden structure around | 
the statue to hide it from view, but as the D 
queen was undoubtedly a kami or pown 
erful spirit even for the British, they did 
not enclose her completely but left as 
for her eyes so that the statue cou 
"see" out. 
Once a year the elegant grounds are. | 
thrown open for the Ploenchit Fair and | 
the compound is thronged with people i 
buying bargains at the numerous stalls, 
amassing raffle tickets for goodies: 
cooked by the embassy wives, eatin: 
hamburgers roasted by the embass y 
staff. The considerable takings às a re 
sult of all this jollity go to 28 Tha i 
charities ranging from the Princes 
Mother's Flying Doctor Service to- he 
YWCA, the Thai Red Cross and other r 
good causes benefiting the blind, the 
deaf, the elderly and sufferers from lep- | 
rosy. I dare say the embassy does more | 
effective work on the day of the Ploen-s iy 
chit Fair than on any other. E 
e ONE of the liveliest spots in the fair- 
ground was the stand occupied by the 
Bangkok Dixieland Jazz Band under 
the genial leadership of the Australian | 
Defence Attaché, Col Lachie T homson, - 
who plays a very sweet swinging 1 
clarinet, plus tenor sax. He was ably | 
flanked by a superb trombonist, Vic - 
Luna, yet another of the many Filipinos | 
who hàve done so much to enliven the | 
region's musical life — at least in those — 
countries wise enough to allow musi- | 
cians from the apro ri to work in - 
their bars, hotels and nightspots. The - 
rest of the band was made up of severa 
nationalities — Thais, other Filipino 
and a piano-playing British doctor Pa E 
rick Dickson — and they really swung. — 
“Lachie” is quite a character. This is- 
his third posting to Thailand and it is. 
said that he has sacrificed promoting Mi u 
order to continue tootling his clarinet. 
In the past the band was to be found - 
playing at a Patpong bar but now a split - 
has occurred and Luna is leading his | 
own group at a Bangkok hotel. I hope | 
they still get together every now and - 
again: I bought a couple of the e s 
tapes and they sound just as good at 
home as they did at the fair. 
€ A JAPANESE company recently in- 
serted an ad in the Bangkok Post. As , 
Roy Hudson, who sent in the cutting, re- | 
marks, Hoya is obviously an equal op- - dr 
portunity company: ^ 


it: 


d | 


T 


HOY A LENS THAILAND LTD. 


wholly owned by the parent company 
HOYA CORPORATION, Tokyo, Japan, which is 
known as the biggest lens manufacturer in the world 
and as the excellent exporter in Thailand is currently 
seeking for freshmen and freshladies. 
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The convoy of cars 
and outriders bringing 
His Majesty King 
Ma Bhumibol Adulyadej 
PES to the banks of a 
"HE stream in a remote 
(1 5 Ww part of northeastern 
| m Thailand bumped 
n along a narrow jungle track, raising 
| clouds of dust in the fierce afternoon 
| heat. As it halted, the king stepped out, 
| dressed in slacks, a loose jacket with 
| open-necked shirt. A camera was slung 
| - around his neck and he carried what has 
| become a symbol of his efforts to stimu- 
| late development in such isolated rural 
| areas, a sheaf of large-scale maps. 
| Followed by members of his own 
_ | party and a grim-faced squad of guards, 
| their automatic weapons at high port, 
| the king was greeted by a waiting group 
| of provincial and rural development of- 
|| ficials plus military officers. After the 
| bows and introductions to two visiting 
| journalists, he plunged without further 
| ado down the bank and across the 
E on a makeshift bridge which had 
| been thrown up within the last few 
| hours. Thus began a 2.2-km trek along a 
X narrow jungle path which wound its way 
| through a cluster of small hills towards a 
|. tiny hamlet barely large enough to fea- 
| ture on any but a large-scale map, Ban 
| Na Phang. 
| X Unsmilingly, he strode, stiff-legged, 
| at a pace which would not have dis- 
|. graced a man half his age. Although the 
| sun was already beginning to decline, 
.| the heat among the windless trees was 
| oppressive. Soon the tunics of the civi- 
| lians and even the uniforms of the mili- 
| tary were drenched with sweat. Perhaps 
[| wishing to demonstrate how fully he has 
UB recovered from the serious bout of 
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| reaching the village in just over half an 


A foreign visitor might be forgiven 
| forassuming that such a royal safari was 
| an exceptional gesture on the part of a 
| reigning monarch. Isolated though the 
| village may be, the king was only 34 kms 
| 


| south of the comforts of his own Phupan 
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| strategically placed in the poorest re- 
| gions of Thailand. But in fact the trek to 
| Ban Na Phang was just one of countless 

such trips the 58-year-old king has made 
— | to often almost inaccessible settlements 


[/ 


= | throughout his kingdom during his cam- 


m & paign over the past two decades to im- 
.| prove the lot of the Thai farmer. 


en X, 







| Palace, one of four such royal retreats | 


King Bhumibol acts as a catalyst for progress 


A right royal example, — 


m B Derek Davies in Ban Na Phang, Sakhon Nakhon province 





The king: stimulating development. 


In an average year he spends only 
five months in the splendour of his 
Chitrlada Palace in Bangkok. The re- 
maining seven months are largely spent, 
with the queen and other members of 
his family, in his country residences. 
These are in effect bases from which, 
usually every other day, he mounts ex- 
peditions to initiate projects and pro- 
grammes and to check on the progress 
of schemes already launched. All this is 
designed to stimulate development 
among communities which the govern- 
ment's rural development plans have 
failed to reach. | 


he expedition made late last Novem- 

ber to Ban Na Phang illustrated one 
of the many advantages the monarch 
enjoys over the bureaucrats. His arrival 
was in response to a petition presented 
less than a week before, lodged through 
a local Buddhist monk on behalf of 
the village headman. The petition had 
pointed out that the village and the 
nearby hamlet of Ban Phon Phaeng 
were linked to the outside world only 
by the narrow track the king was follow- 
ing and that the tiny communities in 


PAISAL SRICHARATCHANYA 





the valley lacked any regular. water 
supplies, either for drinking or irriga- 
tion. The king had decided to see for 
himself. 

Finally he stood in one of the vil- 
lage's dusty fields amid rice stubble, sur- 
rounded by his officials and a handful of 
villagers, including the headman. With 
drops of sweat still glistening on his 
face, he studied his maps with minute 
attention, closely cross-questioning the 
villagers and consulting with the offi- 
cials. His obsession with every detail 
was apparent as he tried to align his 
maps with the local topography. Only 
once did he smile, as the similarity of the 
names of hills caused confusion amore 
the villagers, who had probably nevi 
attempted to réad a map themselves. 
One saw the germ of a problem here: it 
is difficult to contradict or correct the 
king. A 
But, as all his officials confirm, he 
makes no decision without calling for all 
relevant data and advice from special- 
ists. This, the visitor is repeatedly as- 
sured, is true whether he is examining a 
proposal within the area of his own con- 
siderable expertise — a dam or an irri- 
gation scheme — or for one of the many 
other programmes he has initiated, in- 
cluding fish farms; anti-narcotics crop- 
replacement programmes; extension 
farms; land reform; reafforestation; di- 
versification of crops or livestock, or the 
improvement of farm management. 
And, his officials affirm, he will listen 
and respond if experts differ. But once a 
decision is made, its implementation 
has the full weight of royal authority be- 
hind it. Y» 

In Ban Na Phang's case, the heac 
man wanted to dam a nearby river, bi 
after his session in the fields and consul- 
tation with the experts in his party, the 
king decided that the damming of a 
smaller stream, creating a 200,000 m? 
reservoir, would be sufficient to irrigate 
the 500 rai (200 acres) of rice fields in 
the valley. He gave instructions accord- 
ingly to officials of the Accelerated 
Rural Development (ARD) office, also 
commanding that two bridges should be 
constructed to provide a link with the 
outside world. 

Throughout, the king carried out this 
mission with almost unsmiling serious- 
ness and even some sense of strain. His 
grave manner was, however, beautifully 
counter-balanced by the presence of 
another member of the royal family, his 
second daughter, Princess Sirindhorn. 
She accompanies her father on many 





“such expeditions. While the king con- 
ferred and consulted his maps, shé 
moved with an unforced naturalness 
and grace among the various groups, 
chatting informally and putting at ease 
those who appeared most overcome 
by the monarch's prefence. 





Thailand's universities and has a string 
of degrees in the humanities, sociology, 
history and education. She presides 
over Thailand’s Red Cross Society and 
the Sai Jai Thai (a foundation to help 
members of the armed forces wounded 
in action or the families of those killed). 
Much of her nationwide popularity 
stems, however, from her enthusiastic 
backing for her parents' efforts to im- 
prove matters in the countryside. Her 
dedication to her royal duties was recog- 





stimulating growth in the countryside. 
He answered questions after due delib- 
eration, gazing fixedly at the path ahead 
as he strode along, seeming to give as 
much thought to his answers as to the 
proper placement of the dam. 

A recurrent trouble with all aid pro- 
grammes is the danger that they will 
create an attitude of dependency — do 
not give people fish, as the saying goes: 
better give them a rod and line, and 
teach them how to fish. Were his efforts 
appreciated? Were the villages grate- 
ful? *No one really appreciates," he 
said, “they always want more. That is 
why they must be encouraged to make 
themselves self-supporting, to stand on 
their own feet. That is why it is impor- 
tant not to give too much and even more 
important not to promise too much. If 
your attempts are too ambitious, only 
one thing has to go wrong or be delayed 
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Royal portraits: dedicated to the people. 
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nised in 1981 when she was elevated to 
the rank of maha chakri — a title virtu- 
ally equivalent to crown princess. 


hroughout Thailand, the king's 
portrait adorns the walls of all public 
h"ildings and many private homes, 
en side-by-side with that of Queen 
onikit. When a third makes up the 
group it is usually a portrait of the prin- 
cess rather than that of her brother, 
Crown Prince Vajiralongkorn. A palace 
official explains that the prince's mili- 
tary duties in Bangkok prevent him 
from joining his parents in the provinces 
and from undertaking more social and 
devélopmental work. Nevertheless, the 
prince's lifestyle has been the subject of 
criticism in the past; even Queen Sirikit 
herself made some adverse comments 
on her son during a visit to the US four 
years ago (REVIEW, 18 Dec. '81). Re- 
cently, greater publicity has been ac- 
corded to the prince's public activities. 
On the trek to and from the village, 
the king talked with the REVIEW about 
the philosophy behind his royal projects 
and their aDieotives and why he spends 
so much of his time and energy on 
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and a whole programme is affected. 
And that causes disappointment. You 
must give the minimum. The minimum 
amount." 

What is the minimum? “The mini- 
mum includes water to drink and water 
to irrigate the fields. These basics are 
lacked by the villagers, and that is why 
we must give them." 

Why is it necessary for the king to in- 
volve himself so personally? “In any 
programme, many government depart- 
ments must be involved. In building a 
dam, an irrigation scheme, for example, 


there is a part to be played by the offi- 


cials of the Accelerated Rural Develop- 
ment Programme, the Ministry of Ag- 
riculture, other Bangkok ministries, the 
provincial authorities, the military — all 
must work together." 

Is the king therefore using the 
throne's prestige to override inter-de- 
partmental rivalries and frictions? Is he 
bringing together all those involved, 
banging heads to ensure action? “Yes, 
that is what I do. I can act as a catalyst." 

The visitor wonders whether there 
are other motives, but deeper questions 
must remain unasked for the moment 
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(conversation was difficult enough as 
the party hiked purposefully along the 
track). It could be that the king is acting 
as an example to officialdom, showing 
what can be done. It could be that he is 
deliberately attempting to shame those 
officials who sit in their comfortable of- 
fices and push paper about — and even 
more those who accept bribes from 
timber merchants and- saw-mill 
operators to look the other way when 
their men move in with chainsaws to cut 
down the forests. 


Fo it was the king who launched the 
pilot plans for reafforestation in 
1974, undoubtedly conscious of the 
pace at which forests and woodlands 
were disappearing. Today only 27% of 
the original timberland remains and, if 
the devastation continues unchecked, 
all Thailand’s forests and woods will 
have totally vanished by the end of this 
century. There are now 37 royal reaf- 
forestation projects, but the cutting 
goes on, with villagers moving in to farm 
the denuded areas (ironically enough, 
the nearby experimental and extension 
farm at Phuphan — another royal pro- 
ject — has been set up on what used to 
be protected forest parkland). 

A simple comment to the king that 
the local officials appeared to a foreign 
visitor to be able, hardworking and de- 
dicated, elicited no royal response — or 
a hesitation so long as to invite a change 
of subject. However, certain senior offi- 
cials, such as the governor of Sakhon 
Nakhon province, Bira Boonjing, ac- 
cept that one of the king's motives in 
making such trips is to “shame” certain 
bureaucrats, particularly the unscrupul- 
ous bribe-takers. 

A few days later, however, at a din- 
ner for officials of the Committee for 
the Coordination of Royally-Initiated 
Projects (CCRP), the king as host 
stressed only that his objective was to 
rally unity among various agencies 
jointly to identify the best solution to 
any given development’s problem and 
to ensure that these agencies discard 
their own selfish interests. “The king 
made clear that there was no intention 
to shame us,” one CCRP source said. 

Against that, one court official close 
to the royal couple agreed that their 
rural visits were at once an example to 
the villagers and a reproach to officials 
and merchants whose depredations had 
already rendered huge areas of the 
northeast sandy and dry, and who 
would, if allowed to go on unchecked, 
render the whole region a desert within 
a decade. 

“His majesty has become identified 
with a campaign against the poaching of 
our trees,” the official commented. 
“His role as a catalyst not only brings 
various government departments to- 
gether as he says, but cuts through 
bureaucratic red tape and demonstrates 
to various ministries that they should 
not work independently of each other. It 
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is true that many farmers had lost 
faith with government officials who 
gave them contrary advice.” But the 
king cannot be so frank about the frust- 
ration he must feel or about his sense of 
betrayal when officials make common 


| cause with the poachers. 


When the king decided to build 
another royal palace in the northeast, 
outside the provincial capital of Sakhon 
Nakhon, it was an act of considerable 
courage, for the region was once in- 
fested with communist insurgents and 
was still very far from being free of the 
threat they posed. The decision re- 
flected the main underlying motive of 
the king’s activities today: his anxiety 
that communism should never again 
threaten his kingdom from within. Since 
the fall of the monarchy in Laos and the 
communist takeover of all Indochina in 
1975, both the king and the queen ap- 
pear to have become once again more 
closely identified with conservative 
forces within the kingdom and particu- 
larly within the armed forces. 

Constitutionally, the king is a supra- 
political figure but over the past 12 years 
the palace has acquired considerable 
power. Even on such an expedition as to 
Ban Na Phang, he becomes involved in 


By Paisal Sricharatchanya in Ban Na Phang 


King Bhumibol Adul- 
yadej’s commitment 
to improving the lot 
of Thailand’s farmers 
fills a crucial gap in 
national development 
7| strategy. As one senior 
i court official said: 
“His majesty is equipped to travel to 
areas normally unreachable by the gov- 
ernment machinery. He is the catalyst; 


i S . he plays the pioneering role." 


In addition, the king's crusade in the 


T : a y" 
| broader social, economic and political 


contexts is free from controversy. In a 


Er published summary of the king's ac- 


tivities, the Committee for the Coor- 
dination of Royally-Initiated Projects 
(CCRP) states: "Although the coun- 


| try's macro-economy has improved as a 


result of the last four five-year plans 
(1961-81), conditions among the rural 
peasants have not improved accordingly 
since [the benefits from] development 


B4 did not [fully] reach them. On the con- 


trary, the beneficiaries have been the 
urban groups. If these conditions con- 
tinue unchecked, the country's social 
and political security will eventually be 
destroyed . . ." 

= The king has focused his efforts on 
about 10 million people, or roughly one- 
fifth of the total population, living in 
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local politics. "There 
are seven villages in this 
valley," he told the 
REVIEW, “two lying 
across the stream — they 
are the poorest, although 
all will benefit from the 
new dam. The local 
headman wanted us to 
dam the bigger stream, à 
much more expensive 
option. But the village 
leaders are greedy. So I 
told the headman to go 
and see the local Buddh- 
ist priest — he's very 
well-known and respect- 
ed — to make him see 
reason. Such pressures 
are often put on me." 

Today the king acts as an arbiter at 
much higher levels in political feuds, 
conferring legitimacy on successive gov- 
ernments and denying it to others who 
have attempted to overthrow the estab- 
lished regime. In 1973, by refusing to 
countenance the spectacle of Thais kill- 
ing fellow Thais who were demonstrat- 
ing against the military dictatorship, he 
backed the progressive forces. 

Since then the trauma of Indochina 
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dire poverty in the “backward” coun- 
tryside. Mostly scattered around in the 
northeast, these peasants lack land, any 
but the most basic occupational skills, 
water supplies, education and proper 
health care. 

Since agriculture has traditionally 
been and still remains the backbone of 
the upcountry economy, the x 
preoccupation has, understandably, 
concentrated on water-resource deve- 
lopment. Of the more than 900 royally 
initiated projects implemented so far in 
more than 30 provinces — almost half 
the kingdom — nearly 70% are directly 
related to the development and provi- 
sion of water supplies. 

Other projects are mainly geared to- 
wards the conservation of natural re- 
sources, raising agricultural productivi- 
ty, generating additional rural income 
— such as the introduction of new cash 
crops — managing and maximising land 
utilisation and improving health care. 

Many of these projects have been 
launched as a direct result of the king's 
own initiative. An expert map reader 
who has amassed a vast bank of geogra- 
phical data from his extensive rural 
visits, the king usually pinpoints the 
development potentials of a given local- 
ity from his maps, verifies his ideas and 
the relevant data from an actual site visit 

























Bira: the king's motive. 
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appears to have swung 
. | the royal couple towards 
į | those elements who ad- 
4| vocate a more intransi- 
ent approach to the 
munist threat. Even 
thAking’s efforts to per- 





are seen in this context: 
*Vietnam used to send 
opium into our country. 
Now we are having our 


revenge," he told the 
REVIEW. 
evertheless, the 





N king's approach is a 
positive one: develop- 
ment is the best defence — a policy with 
which the most conservative generals 
can agree, as long as the expenditures 
are not subtracted from the defence 
budget. Thus the armed forces have be- 
come involved in the development pro- 
cess as the best answer to insurgency, an 
integral part of their security duties. 
The farmers must be given a sté 
in the country's future. "The. priori- 
ty problem is that of landlessness and 


and consultations with experts and offi- 
cials, and identifies any needed project. 
Other schemes stem from petitions he 
receives from local villagers — as in the 
case of Ban Na Phang. 

Is the king always correct? “His 
majesty can do no wrong. But he takes 
our opinions and suggestions into con- 
sideration. Once a specific project is 
identified, he gives the broad 
guidelines, leaving the responsible gov- 
ernment agencies to map out details,” 
commented a senior Royal Irrigation 
Department (RID) engineer who has 
been working closely with the king. 

Officials confirm the king’s role in 
cutting through red tape and bringing 
various government agencies together. 
"There were instances where differc ^* 
units advocated different policies, sc 
ing confusion and a loss of faith among 
villagers. [By stepping in], he.struck a 
workable solution acceptable to all par- 
ties,” a palace official said. 


efore the establishment in 1981 of 

the CCRP with its function of coor- 
dinating the implementation of royal 
projects, a string of problems plagued 
the royal crusade. Apart from the RID 
no other agency had had any permanent 
staff to deal specifically with the pro- 
jects, and a lack of coordination from 
their planning to their completion led to 
rivalries and deviations from the origi- 
nal concepts, which were sometimes in- 
adequately evaluated and financed. 

Coordination is no longer a problem 
now that the CCRP is in operation, 
managing the projects from under a 
single roof. Chaired by Prime Minister 
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so the first priority is to give the 
peasants their own soil to farm,” the 
court official said. It was in the 
watershed year of 1975 that the king 
gave impetus to land reform by donat- 
ing more than 20,00 f acres of crown 
farming land in thf central. plains to 
landless farmers. 






Ban Na Phang, I 
Ibout his reasons for 
building a palace in such an area. He 
gestured towards a hill that dominated 
the valley. "That was once a communist 
stronghold. The insurgents came down 
to the valley and demanded help and 
supplies, although the villagers have no 
money." He spoke in the past tense but 
as if the hills still posed a threat. Surely 
the area was now free of insurgency? 
"Yes, but they must not be allowed to 
return. We must make sure that they 
cannot return." He strode on. 

It is hardly surprising that the king 
appears driven. A glance at the map 
shows the extent of the problem of rural 
poverty — in the northeast, the north- 
west, the central plains and the south — 

d just how tiny are the pockets of 

velopment. In a couple of years' time 
Ban Na Phang and its neighbouring 
hamlets will have water to drink and to 





Ceramics and weaving projects: royal focus. 


Prem Tinsulanond, the CCRP office 
provides the initial start-up capital for 
newly approved projects in the first 
year, after which their financing is 
handed over to the regular budgets of 
the various agencies concerned. Re- 
flecting the significance that the govern- 
ment attaches to this office, its budget 
rose 40% -from Baht 500 million 
(US$18.5 million) in fiscal 1985 (ending 
September) to Baht 700 million in the 
new fiscal year. Of the total, more than 
half goes to finance small-scale irriga- 
tion projects. 

. Although it monitors projects and 
regularly reports on their progress, the 
CCRP has yet to publish realistic evalu- 
ations of all the schemes under its care. 
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irrigate their fields. But will the villagers 
use the water efficiently? Will they grow 
more rice crops or diversify into cash 
crops between seasons? Or will they be 
satisfied with achieving better yields of 
sticky rice and life just above subsis- 
tence level? Will the officials get on with 
the job of building the dam, the irriga- 
tion channels and the bridges and spend 
every baht productively? 


das king will do what he can to see 
that they do, with follow-up visits: 
but he can only do so much. And there 
are thousands of villages like Ban Na 
Phang. Further, he sees clearly that 
development itself brings other prob- 
lems: "The bridges we will build to link 
these villages to the outside world and 
to its markets will also be used by sales- 
men who will persuade the farmers to 
spend their money on unnecessary 
luxuries, like television sets and [quack 
traditional] medicines," he said. 

The king bears many heavy burdens. 
Even on a straightforward trip to a tiny 
village, he is operating on many levels 
— as a moderniser, as a technocrat, as 
an initiator, as a coordinator, as a 
catalyst, as an example and as a caring 
monarch. Beyond that, as the villagers 


In its first attempt at evaluation in 
November 1985, officials mounted a 
thorough fact-finding mission to Khao 
Hin Son in Chachoengsao province, 
east of Bangkok — one of six research 
and development centres scattered 
around the country. They are due to as- 
sess various water-resource develop- 
ment schemes in 1986. 

Because most of the projects are in- 
fluenced by social and security consider- 
ations, officials say they simply cannot 
be evaluated in. solely cost-benefit 
terms. However, the king's initiatives 
are usually characterised by the econ- 
omy of the projects themselves. The 
Ban Na Phang dam will be typical: the 
villagers had wanted a larger scheme, 














kneel and prostrate themselves before 
him, the king is at once a Brahmanical 
god-king and the incarnation of a 
Buddhist righteous ruler. As a man, he 
is equally driven to achieve in every- 


| thing he does: a gifted artist, he paints in 


oils which occasionally reveal some- 
thing of his inner burdens; a consider- 
able musician, he composes, plays the 
piano and excels on the saxophone (he 
plays with a 13-piece jazz band every 
Friday whenever he is in Bangkok); as a 
yachtsman he won a gold medal in the 
Southeast Asian Games of 1967. 

All the king's efforts and achieve- 
ments were recognised in massive celeb- 
rations to mark his 58th birthday on 5 
December 1985, when the Interior 


| Ministry announced that a nationwide 
| referendum involving 41 million people 


had unanimously agreed to revere the 
present monarch with the title of “King 
Bhumibol the Great.” 

On top of all his kingly duties, the 
monarch is also a husband and a father. 
In none of his roles can he afford to 
stumble. He strides on, the ninth 
monarch of the Chakri dynasty, with the 
full weight of the past, present and fu- 
ture role of the monarchy in Thailand 
on his shoulders. o 


involving a water catchment area five 
times;the size of and costing at least 
Baht 10 million more than the one the 
king decided would suffice. 


AS the CCRP now coordinates, 
much remains to be done in the 
post-implementation phases. Many fac- 
tors — ranging from the peasants' iner- 
tia to conflicting approaches employed 
by vatious government units in charge 
of rural development — result in many 


| of the projects, including the water-re- 


sources schemes, being under-utilised. 

The exact extent of under-utilisation 
is difficult to gauge, but the story is well 
toldoby some revealing RID statistics. 
Of the total of 1.98 million rai irrigated 
land in the northeast — covering both 
royal as well as the department's own 
projects — only 13.1% was cultivated 
during the 1983-84 dry season. In con- 
trast, of the total 17.85 million rai irri- 
gated land in the whole of Thailand, 
more than 31% was utilised. 

Such statistics could be seen as dis- 
couraging. But the king's excursions 
have well acquainted him with the easy- 
going inertia of the country people and 
the difficulties of stimulating them into 
growing new crops and changing their 
working habits. As a CCRP official put 
it: His majesty doesn't expect any pro- 
jects to become successful overnight. 
He has a long-term vision. The villagers 
can begin to utilise the projects as and 
when they need." 

The string of rural research and 
development centres set up also as a re- 
sult of the king's initiative over the past 
five years — including three in central 
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| northeast and south — are also geared 
| tolong-term benefits. These centres test 
| the suitability of local conditions for 
| new crops and livestock, experiment 
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PUN 


| with fish farming, develop new strains 
2! and varieties, produce new technologies 
| toimprove agricultural productivity and 
| management, and study watershed con- 
| servation. 
| | A Atthe Phupan Centre near here — a 
| Baht 20 million complex spanning 2,100 
| rai of forest-reserve grounds that be- 
|. came operational in November 1984 — 
| a wide range of vegetables and fruits 
| which were unknown to the northeast 
- before — including asparagus, pineapple 
| and passion fruits — have been suc- 
| cessfully tested. The first batch of villa- 
| gers who recently graduated from the 
| centre's weaving school are expected to 
| earn an extra Baht 9,000 income annu- 
| ally. However, officials agree that the 
| local villagers’ adaptation to many of 
| the innovations will come about only 
| gradually. | 


i 


K 





E 


E R eflecting his desire to see a fuller de- 
| E Wgreeofinvolvement by the recipients, 
. the king constantly urges the peasants to 
| participate in their village development 
| schemes — such as digging extension 
|. dykes to connect the main water-supply 
| source with their cultivation grounds. 
Spe: rural-development and provin- 
| cial officials, he has also been putting a 
| new emphasis on human development. 
| “His majesty has told us that any project 
| would not be fully successful unless we 
| light the fire in the heart of the peas- 
| ants,” Sakhon Nakhon Governor Bira 
| Boonjing said. 

| As an extension of the human-deve- 
|. lopment emphasis, the provincial au- 
| thorities in April 1985 launched a spiri- 
| tual development campaign, exhorting 
| 20 villages in six districts to undertake a 
| variety of projects, such as erecting 
| “edible fences" (vegetables) against the 
.| enemy within. Such campaigns are ac- 
| companied by political indoctrination 
| aboutthe virtue of the country's present 
| political system — a constitutional 
| monarchy with a parliamentary demo- 
| cracy. (Spiced with a heavy anti-vice 
- dose, similar campaigns have been suc- 
 cessfully waged in other parts of Thai- 
| landin recent years.) 

| . While provincial officials claim that 
| the campaign has been a success in 
| broad terms — and is expanding to 
| cover more villages — they also concede 
| that drawbacks exist. One common 
E. complaint centres around the differing 
| approaches — and sometimes conflict- 
| ingpolicies — adopted by various units. 
| A military officer in charge of coor- 
| dinating the spiritual development pro- 
-= gramme commented: “The strategy is to 
. help the villagers to stand on their own 
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l . the old practice of giving free handouts. 


= That soon becomes counter-produc- 
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One early afternoon 
in late November, a 
group of senior uni- 
formed officials sat 
around a table outside 
the communications 
"2| centre of the Huey 
„l Diak reservoir in 
Sakhon Nakhon. Across the lake were a 
set of placards wishing a long life to 
King Bhumibol, and in the hills above 
them the king’s Phupan Palace in thé 
northeast lay hidden in the trees. Most 
of the officials — from the Royal Irriga- 
tion Department (RID) and visiting 
top officials from the Office of Accele- 
rated Rural Development — carried 
walkie-talkie radios. Every now and 
again, one of these would squawk a 
message, and the officials listened ex- 
pectantly. 

They were awaiting a word from the 
palace indicating whether the king was 
setting off on one of his trips to a royal 
development project. As 3 p.m. came 
and went they relaxed: the king would 
not be leaving the palace today. The of- 
ficials climbed into their cars and dis- 
persed. 

For the past year, the king has re- 
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notice of his trips. 


fused to give pri 
e dissatisfied with 


Apparently he bec 
the results of his tr 
schedules were wo 
vance. The forewarnings enabled the 
officials to prepare themselves for in- 
spection, to ensure that the royal visitor 
would be favourably impressed. Now 
the king gives no notice at all. One of 
the palace officials commented that the 
king tells no one where he is going: that 
often the royal cavalcade of cars reaches 
the end of the palace driveway and it is 
only at the gates that the king points left 
or right and reveals his destination for 
the day. 

As one RID official put it: “His 
Majesty likes to work independently 
and ensure that he gets into direct con- 
tact with the villagers and that he ob- 
tains the true facts. He doesn’t mind the 
hardships of going to a remote sit- " 
The king normally sets off every ot 
day on his expeditions, leaving the 
palace at about 2 p.m. Often he returns 
from his visits — mainly to isolated and 
backward villages — late at night. — 

Officials concede that there had 
been a great deal of “window dressing" 
designed to please the king when he 


Queen Sirikit helps peasants 
generate extra income 


Sila Phromkhonsue, a 
34-year-old widow 
with four children, 
ds. e decided to move to 
T - Ban Charn, Sakhon 
: 7 Nakhon province, 
1 Meaz from neighbouring 
N o Nakhon Phanom pro- 
vince four years ago. Owning no land, 
she worked as a hired labourer in the 
fields during the rice harvests. It proved 
difficult to make ends meet, and she and 
her children would have gone on living 
in miserable poverty if she had not been 
spotted by Queen Sirikit on one of her 
regular visits to such poor communities 
one afternoon late last November. 
"She is a very pitiful case," the queen 
told her aides, before giving Sila Baht 
7,000 (US$260) plus a sample pattern of 
blue silk. The money was to help Sila 
buy silk thread and a loom on which she 
could learn to weave silk from the vil- 
lage instructor. | 
For that entire afternoon and late 
into the evening, the queen sat at a low 
table on the floor of a small village pavil- 
ion. Patiently she interviewed scores of 
poverty-stricken villagers who queued 
up equally patiently with their children, 
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awaiting their turn. The women wore 
large labels around their necks, giving 
details: name, age, number of depen- 
dants, income — usually the money 
came from seasonal jobs and the 
amount was meagre and in a lot of the 
cases the women owned no land. 

The queen checked all their stori~~ 
against the preliminary findings of h 
aides, who had arrived early the sar... 
morning for preliminary interviews with 
the distressed peasants — mostly land- 
less women with several children and 
without any regular income. After as- 
sessing such cases, the queen meted out 
appropriate help. 

Nearby a team of royal physicians 
checked those complaining of any ill- 
ness. One woman brought in an 
emaciated child, its arms and legs like 
sticks. It was swiftly diagnosed as suffer- 
ing from a hopeless case of cerebral 
palsy, but a helicopter as swiftly carried 
the tiny victim off to a hospital, where 
its passing would be eased. 

By the end of the long session, about 
40 families from Ban Charn and another 
20 from surrounding villages were given 
assistance. While the form of help var- 
ied from one family to another, most of 
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Officials await the king: no notice. 


made his pre-announced trips. Large 
congregations of villagers greeting the 
royal visitor in the past sometimes at- 
tempted to exploit his generosity. “Peo- 
would present their wares, like 
dicraft works, in the hope they 

ild be rewarded," another official 
said. 

The following afternoon the officials 
waited around the table again and this 
time the king's own voice came over the 
radio asking whether Ban Na Phang vil- 
lage and the nearby hamlet of Ban Phon 


Queen Sirikit: reviving folk arts. 


the women received Baht 7,000 each as 
one-time start-up capital to enable them 
to learn the art of silk-weaving from the 
trained teachers already placed in their 
villages. If all goes as planned, the 
women will be able to master, within 
a year, the weaving art and begin 
generating regular supplementary in- 
comes. 

The queen's visit to Ban Charn was 
just another routine day. As her hus- 
band, King Bhumibol, occupies himself 
with the basic needs of poor rural com- 
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Phaeng were accessible by car. The ans- 
wer was in the negative; a makeshift 
bridge over a stream would have to be 
strengthened and a trek of over 2 km 
made on foot through the jungle. Or- 
ders went out: the king would arrive 
at the stream in a couple of hours 
time. 

As the king and Crown Princess 
Maha Chakri Sirindhorn, accompanied 
by an entourage of more than 100 offi- 
cials and security men, later trekked 
along the jungle path, no one in the vic- 


munities, Queen  Sirikit 
concentrates on a com- 
plementary mission: find- 


ing supplementary in- 
comes for the family 
units. 


A senior palace aide 
commented that the royal 
couple's aims are similar: 
"To help the poor peasants 
to stand on their own feet. 
By helping them to earn 
extra income, her majesty is 
in effect trying to wean 
landless farmers away from 
their slash-and-burn ag- 
ricultural habits. If the pea- 
sants can make a decent liv- 
ing in the countryside, they 
will not migrate to 
Bangkok, putting ever 
more pressure on the capi- 
tal's slums." 

By encouraging side-line occupa- 
tions, the queen has been instrumental 
in reviving à variety of Thai folk arts and 
crafts that once were dying. In the 
north, her own staff has for years been 
in charge of teaching embroidery and 
brocade weaving to hill-tribe women, 
while men are taught pottery and 
ceramics, wood carving and furniture- 
making and working in gold and silver 
— tasks in which they can combine their 
acquired crafts with traditional Thai de- 
signs. 


inity knew of their presence. Life in the 
village went on as usual: the royal 

was recognised by only two old village 
women, and a group of men fishing in 
the nearby stream did not even look up, 
and so failed to realise that their 
monarch had walked past. 

But by the time the royal party re- 
turned, dozens of villagers from the loc- 
ality had gathered to greet him. Dusk 
had fallen and the farming families knelt 
in rows, their faces illuminated by flick- 
ering candles and torches. The king is 
revered by people from all walks of life 
as the “Por Luang” (Royal Father). An 
audience with — or even a close glimpse 
of — the king is a high spot in the life of 
such a community, gaining the villagers 
much merit. 

While the king’s new impromptu 
style means that whenever the king is 
visiting the region, officials must — 
hours simply waiting to learn his desti- 
nation so that they can be on hand to 
brief him on whichever project he 
chooses, he obviously gains better in- 
sights into the progress achieved (or 
lack of it) by arriving unannounced. 
During a visit to the Phuphan Centre's 
very impressive new experimental 
farms, the king was reportedly pleased 
with what he saw there. He also com- 
mented favourably on the lack of “pak- 
chi” — literally Chinese parsley, a col- 
loquial phrase meaning window dress- 
ing. — Paisal Sricharatchanya 


In the northeast, mud mee silk — 
a local product of bygone days, the art 
of which had been handed down for 
generations — has been revived and 
made popular. Some years ago, the 
queemasked her private secretary to ad- 
vise local people to preserve the art and 
improve on its patterns. Today, mud 
mee has grown to become the most im- 
portant royally supported product. 
Those aided by the queen alone turn out 
about 48,000 m, worth Baht 12 million 
annually, and the silk is enjoying an 
increasing demand in the luxury mar- 
ket. 


| the central plains, the folk arts and 
crafts taught by the queen's specially 
trained staff consist of food preserving, 
fruit-juice preparation, miniature dolls, 
artificial flowers, bamboo and rattan 
ware, carpentry, rearing silk worms and 
weaving Thai silk. The Yarn Lipao fern- 
vine basketry from southern Thailand is 
also in national demand. Other pro- 
moted crafts include banana fibre bas- 
kets, Kachud reed mat weaving and em- 
broidery. 

These arts and crafts have been pro- 
moted by the Foundation for the Pro- 
motion of Supplementary Occupations 
and Related Techniques (Support). 
Founded in July 1976 with a Baht 3.5 
million initial working capital, contri- 
buted by the queen herself and other 
supporters, Support has since expanded 
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"LHuadfeds TAB B i in various 
specialised fields from training courses 
held at the Chitrlada Palace in Bangkok 
and the main Support training centre at 


ya. But the majority of new trainees 


am their new skills from already 
rained predecessors who are to be 
found in more than 150 villages spread 
Over 35 provinces. 
. The office of the queen's private Seç- 
retary, which oversees Support's ac- 
vities, does not keep a centralised ac- 
counting system on the foundation's fi- 


perate under any strict budgetary dis- 
ipline: disbursements are made as and 


inds dispersed comes from the queen's 
vate purse, and other sources in- 
ude public donations and some over- 
eas grants. Proceeds from product 
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e further expansion. Judging from the 


st alone, total expenses must. run 
o dozens of million baht annually. 


omes from supplementary occupa- 
os. cannot be evaluated in straight 
conomic terms. The mud mee silk. for 
xample, is bought by the foundation at 
prices 20-30% higher than the actual 


members. Since they virtually have no 
marketing means, all. products are 
bought by the foundation and later mar- 
eted through various channels, includ- 


trade exhibitions. 

Such a large and varied training pro- 
nme has naturally met a number of 
culties. According to a foundation 
oklet, some of the problems start 
rom the very beginning an unwilling- 
esseven on the part of the very poor to 
xk; apparently they feel that once 
r plight has gained royal attention, 
' can look forward to infinite sub- 
an return for doing nothing. 





activities are part of a royal project, 
^re is no royal road to achievement. It 
as been an uphill task for her majesty 
and her staff] to start from scratch and 
en to encounter obstacles along the 
further funds are among them," the 
Oooklet states frankly. — . 

Today most of the early difficulties 
em to have been overcome. As the 
cument concludes: "Apart from be- 
nning to achieve its main aim, which is 
help the Thai farming families to help 
emselves, the foundation is becoming 
he nucleus of the modern arts and 





ngsai near the old capital of Ayut-. 


* like Sila from Ban Muang — now. 


ances. Officials explain that it does not 


hen required. A large portion of the. 


sales are ploughed back to capital-. 


dilay on the mud mee silk. pro-. 


gain, as with the king’ s | project, ob l 
| ficials stress that the efforts to boost. 


market value — as an incentive to the- 


a string of nine Chitrlada inca and | 


it must be admitted that although . 


iy. Lack of teaching staff and shortage | 


afts movement — with growing pre- 
ge in both the farming and crafts com- | 
— -Pelsnl Srichara chanya 
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enforced strictly, and all law breakers. 





2 Mary Lee in Peking 







on at senior levels, call- 
ed “of party style,” was de- 
clared dta ie 
ings to be held in recent years. Some 
8,000 party, army and g government offi- 
cials attended the “conference” which 
was held at the Great Hall of the People 
on 6 and 9 Janu: ty, without prior public 
announcement. 

 Conspicuously 




















absent from the 


meeting was Chen Yun, first secretary 


of the Central Discipline Inspection 
Commission (CDIC) and President Li 
Xiannian; the former has openly criti- 
cised the economic reforms pursued bv 
elder statesman Deng Xiaoping and his 


men, and the latter i is known to be less 
than enthusiastic ab 





out the reforms. 
= The group placed in charge of the 


-new campaign is younger than. either 
those in the so-called Rectification Gui- 


dance Commission or the CDIC itself. 
Heading the new anti-corruption. cam- 
paign will be Qiao Shi, 60, who became 
secretary of the powerful Central Com- 


mission of Political Science and Law in 


August and was promoted to the polit- 
buro at the party conference a month 
later. Wang Zhaoguo, 44, who became 


except that he was made secretary of the 
CDIC at the same time) were appointed 
Qiao's deputies. 
pointed corruption fighters will relate to 
existing Organisations and what re- 
sources they will have at their disposal 
remains to be seen. 

The CDIC scored major successes 
last. year. 


bureau's director: a 
medicines which cost the state HK$10 
million (USS$1.3 milhon) in lost re- 
venue, and a Rmb 500 million fraud in 
Fujan. In January, the. commission 
cited a case in which a former assistant 
director of the Posts and Telecommuni- 
cations Ministry was accused of having 
accepted Rmb 7,000 in bribes. 

Various Chinese officials have pro- 
fessed that the major cause of corrup- 
tion lies i in ignorance of the law and that 
"great determination" to clean 
up the party. At the 9 January confer- 
ence, party General Secretary Hu Yao- 
bang said: “Laws must be followed and 


he launching. of the. Chinese Coins 
i "s (CCP) new campaign | 


-of the largest party meet- 


How the newly ap- 


The body exposed, among 
others, the Rmb 4 billion (US$1.25 bil- 
lion) Hainan province scandal; a Rmb | 
10 million Peking public utilities bureau 
fraud allegedly spearheaded by the 
Canton-based i 
smuggling racket of Chinese herbal 


yunding the alarm - 


Party leaders admit corruption can ROSE reform A 


N 


a full member of the party secretariat at | 
the September conference and Qiang 
Xiaochu (about whom little is known - 


. licised criminal cas | ni 
dal, the punishment of the: ari 


ernment official who alleg 


B “Guan gdong Swindii 






must be punisher 2A à led on 


"all loyal and. honest comrades, inside 


and outside the party... . to reporttruth- 
fully to the central committee serious 
wrongdoings by senior officials, includ- 
ing members of the central committee.” 

But penalties imposed on the perpet- 
rators of the CDIC's big cases so far had 
raised questions about the legal and po- 
litical framework of the battle against 
corruption in China. There is the feel- 
ing, too, that the rise in corruption is in 
part an unavoidable result of the party's 
economic reforms — a feeling whichis _ 
being expressed. with i TAGE CASI OPO " 
ness. | 
The public' s faith in the law, at least | 
as regards the major scandals, has been 
undermined by the internal disciplinar” 
measures which the government ai 
party are enpowered to take in place ~a 
due. process of law. An the | 
“motor-vehicle incident,” 
light through the party-control H 
in July (REVIEW, 29 Aug. '85) Let Yu, 
head of the Hainan government, was 
sacked and expelled from the party. Two 
other senior officials, Yao Wenxu and 
Chen Yuvi, were disciplined by the party. 

















o further punishment was imposed 
on them because they were found 
not to have sought. personal gain in ap- 
proving the illegal trade in vehicles and 
other consumer items Nothin 
has been said P 













he 


navy units involved. or : ne gov- 
edly made 





about US$70,000 illegally. 
Peking public utilities bureau dire c- | 
tor Ma Xueliang is now f: 


| Possis in cer a judge: Sources ; 





said that though the CDIC has mën- 
tioned the involvement of the army unit - 


in a Fujian county in the Du case (30-40 
‘soldiers had been assigned to the Du 


gang, together with 29 military vehicles 
and four landing craft), it is unlikely that 
any publicity will be given to any dis- 
ciplinary action taken against them. 
There is a general feeling that offen- 
ders will be punished in an arbitrary 
fashion or that even if they are not, 
proper publicity will not be given to dis- 


ciplinary action taken against them. 


The most severe punishment meted 
out in 1985 were the life: sentences im- 
posed on two high-ranking | SS hie | 






| retary) for taking bribes from Hong- 
kong businessmen engaged in illegal ex- 
port of Chinese herbal medicines. 

These penalties were quite heavy 
given that under the 1979 criminal law 
law of China, 
the only economic cyffme which merits a 
life sentence is tofbe ringleader of a 
it ri tate personnel who 
ing bribes are liable 
to a maximum sentence of five years. 
Chinese law lists 15 economic crimes, 
including speculating in controlled com- 
modities and embezzlement, most of 
which merit three- to seven-year jail 
terms. Other “unhealthy tendencies” 
involved in publicised corruption scan- 
dals so far — gambling and dealing in 
pornographic materials and stolen 
goods — can draw a maximum sentence 
of three years. 

According to some observers, 
though the legal code against corrupt 
practices is vague, that which deals with 
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Furthermore, fear of expulsion from 
the party — traditionally the most 
severe punishment for cadres — may in 
time lose its deterrent effect as oppor- 
tunities open up for non-party mem- 
begs. One observer said: “In the past, 
success meant a position of power with 
accompanying privileges. Now, going 
by party pronouncements, positions of 
power for good communists means 
helping everyone else but yourself to get 
rich. On the other hand, economic re- 
form provides enterprising individuals 
with other meanis, legitimate or other- 
wise, to buy influence and comforts.” A 
recent cartoon in a youth newspaper 
showed a well-dressed man telling a cri- 
minal in jail: “You have been found 
guilty of economic crimes and of bri- 
bery . . . Good, when you get out you 
can come and be our company man- 
ager." 

For the time being, returning to the 
Cultural Revolution ways of singling 


on Yun; Chinese consumers: threat of escalating corruption. 


“economic crimes” is adequate but is ar- 
. bitrarily implemented. The problem is 
hat the courts in China are weak. Point- 
1g out that people generally believe 
real power to deal with corrupt officials 
is in the hands of the party rather than 
the police and the courts, a diplomat 
said: “In the long run, given the cyni- 
cism about the party anyway, people 
just aren't going to pay much attention 
to vigilance against corrupt practices, 
despite the thunder and fury of CDIC 
statements and full exposés in the 
People's Daily." 


here is also scepticism about the 

party's policy of issuing exhortations 
and relying on errant cadres to conduct 
self-criticism as a means of “curing the 
sickness and not killing the patient." 
The People's Daily reflected this scepti- 
cism when it asked rhetorically: “Why 
are there so many cats who mew all th 
time without catching rats?" | 
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out individuals for mass criticism and 
public persecution to combat corrup- 
tion is ruled out. Consensus does seem 
to exist against such ways and in favour 
of continued reforms of one type or 
another to improve standards of living. 

If the usual official excuse — that 
corruption is largely due to ignorance of 
the law — is at all valid, there is a strong 
case for throwing the book of law at the 
wrongdoers, promulgating supplemen- 
tary legislatior where necessary and, 
possibly, giving greater powers to the 
CDIC or establishing an independent 
enforcement agency. 

The party leadership is now gravely 
concerned about the damage corruption 
does to the CCP's image and will no 
doubt try to tighten its grip. Corrupt 
cadres are making it more and more dif- 
ficult for the party to hold the respect of 
the people whose lives it dominates in 
the name of building a united and pow- 
erful socialist nation. Bo Yibo, perma- 











| students have put forward 


nent vice-chairman of the central com- 
mission for guiding party rectification, 
said as early as September: "Our 
party will lose its superiority, will be un- 
able to fulfil its historic duty, [and] will 
disappoint the people if it does not have 
a good work style and if its members 
lack lofty ideals, a strong sense of discip- 
line and a spirit of serving the people 
wholeheartedly to such an extent that 
they can even take advantage of their 
power to seek private interests and de- 
velop a bureaucratic and corrupt work 
style." He further stressed: "Whether 
our party's work style is correct or not is 
a question concerning the life and death 
of our ruling party." 


no this, the party leadership has 
not quite come to terms with the no- 
tion that the rise in corruption is closely 
linked with the economic reforms ini- 
tiated in the late 1970s. There is no 
doubt that the reforms have provided 
vastly increased opportunities and 
temptations for many to make a fast dol- 
lar, not always illegally, in addition to 
securing privileges for one’s children and 
family — the latter being prevalent even 
in the pre-reform days. 

As the journal Party Branch Life 
warned recently: “Communists are 
human beings [but] not ordinary per- 
sons. . . [and] always regard serving the 
people wholeheartedly as the highest 
purpose of their endeavours . . . How- 
ever, some party members, especially 
over the last few years, have increas- 
ingly succumbed to the Western 
bourgeoisie’s money fetish.” 

Admission that corruption and re- 
forms are related — an idea which cri- 
tics both within the party and among 
- could end 
up slowing down the pace of reforms 
and even threaten their implementa- 
tion: Most recently the People's Daily 
has been stressing that the success of the 
economic reforms depend on bringing 
an end to corruption. The recent party 
decision to “consolidate” price reforms, 
refraining from further major price 
changes this year, is.seen by many as à 
political compromise on the part of the 
party leadership which has taken note of 
the unhappiness caused by the changes 
so far. 

This, however, is still generally con- 
sidered a temporary, tactical retreat, 
not an abandonment of the reforms, 
which are likely to continue at a good 
pace at least as long as Deng is alive, 
Whatever the critics say, the positive ef- 
fects of the reforms so far should be self- 
evident to most. Despite the wide- 
spread grumbling at price increases, 
there is more money in circulation and 
more choice of food and consumer 


goods. Standards of living have risen. 
The question is whether the party can 
maintain the growth momentum and 
distribute its fruits reasonably equita- 
bly, while keeping a tab on its errant 


members. 
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y David Bonavia in. Hongkong 


-ike all revolutionary societies, China 
has its fair share of myths and 
egends about its founders. Nowadays 
body is allowed to foster a cult 
round individual leaders, but when 
capital can be made out of the dead, 
there is room for some myth-making. 
There is also room for the plaving 
own of myths, and the assignation of 
great reputations to secure but carefully 
elineated niches in history. Such was 
he treatment given the late premier 
"hou Enlai this month, at the 10th an- 
versary of his death. : 
J. Hardly anybody, inside or outside 
hina, will challenge the importance of 
.hou s influence and political skill in re- 
training some of the wildest excesses of 
e Cultural Revolution. Zhou is 
laimed to have saved many a priceless 

oric building and art collections 
rom destruction by putting them under 
uard. And some top party leaders who 
rëre victims of Red Guard attacks were 
escued by him. 





: S of errant Srde aB canche has 
ised serious concern among business 
nd journalistic circles here. With the 
proposed amendments to the News- 
per and Printing Presses Act, 1974, 
publications that; over time, show a 
ndency to "colour the truth" and “stir 
feelings on local issues" will be 
azetted and their sales restricted to a 
unspecified number of copies. Cir- 


ty would allow, will remain uta 


es st NIS say a boni us,” "said 
linister of State for Communication 
d Information Wong Kan Seng in 


ablications shall not profit finan- 
ally through big circulations in Singa- 

The government welcomed foreign 
publications even if "they do not always 
jare our points of view, nor appreciate 
{our ll anata T desid. But he drew 

i en and 
ce Singaporeans’ 


Zhou Enlai’ S achievements are revised and rewritten 


ing,” 


tion, insofar as the limited availabi- 


‘liament on 10 January. “But these - 





ban | our B 


In other cases, because of his inter- 
vention, their treatment was less severe 
than it might. otherwise have been. 
Nonetheless it is undeniably true that 
Zhou saved his own skin and political 
career by backing away from his old 
friends and colleagues when they had 
clearly been marked down for disgrace 
by Mao’s Cultural Revolution group, 
especially those under attack by Lin 
Biao and Kang Sheng. | 

In 1967 — the year of. greatest con- 
flict — Zhou must have seen himself as 
holding on to the last remnants of sanity 
against the followers of Lin, and their 
ambition to over the reins of gov- 
ernment. Like a military general, he let 
his high officers. be killed or neutralised 
in the hope of eventual victory. And the 
victory came =— though Zhou died 10 
















months before — when the Gang of 


Four, led by Mao’s widow. Jiang Qing. 


were purged and later jailed for long 


terms. 


Zhou was v intelligent and flexible, | 





would be simpler, “a » ban may be mis- 
represented by such publications as fear 
of exposing our people to their report- 
explained Wong. The amend- 
ments are expected to be tabled at the 
next parliamentary sitting due in Feb- 
ruary or March. 

J Under the existing Undesirable Pub- 
lications Act, 1967, the government is 
already empowered to ban publications 


it deems harmful to Singaporeans — as 


it has with Playboy magazine, for in- 
stance. But now apparently, It is not so 
much publications which threaten Sin- 


.gaporean morals that are the target but 


publications that seek “to manipulate 


| local opinion" by "colouring the truth. 


"Foreign newspapers and publica- 
tions are owned and published by for- 
eigners who have no interest in our wel- 
fare or long-term survival," said Wong. 
reiterating the popular government 
view of the foreign press. “When such 
publications consistently attempt to 
manipulate local public opinion and in- 


_terfere in our domestic politics for their 
own ends, including that of generating 
controversies to increase circulation of 
| their publications, then we should take 


steps to acd them from doing s so at 
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ü | holding back the 
nation's economy, education and tech- 


nology. It was not until 1977, following | 


that: Zhou's twice dis- 
successor, Deng 


Mao's death, 
graced 


the. country towards s.a form of market 
socialism, with strong influences from 
the outside world. | 


| posthumous cult of Z hou. Enlai was | 
instituted on the basis of the favour- - 
sse people had - 


able feelings most Chii 
for him, especially on account of his 
having restrained some of the excesses 
of the Red Guards. But it was consider- 
ably exaggerated; the Chinese people 





knew Zhou had been unable to si 
all his comrades, oes i Phe micis IET 





A senior government source, how- 
ever, said that the authorities had no 
target publications vet m mind. And 
pub Pications would not be penalised for 
one, two or three unfavourable articles, 
he asserted. The government would 
monitor the publication's coverage of 
Singapore over a pero of ime, maybe 
some years. E. 

The Proposal l 

Mec 









were 10t yet: avar 
Meanwhile, opposition 
Workers Party leader, J.. B 
nam labeled the move an ^i 
reaction” on the part of 
ment. “If you {the government] ca 
wer the criticisms, vou should "m sO, 
countered, 

Local yourn: kG were also anxious, 
as any controls on the foreign media 
usually translate into further control of 
local newspape rs. remarked a Singapo- 

ean journalist. ' “They are giving us a 
message. 


“he 





Aes some foreign correspon- 


come, the A still caught several by 
surprise. The government had of late 
been visibly wooing foreign businesses, 
including those in the publishing trade, 
to. Singapore. ats 

Ironically, the. ánnouncement of the 
intended curbs pd with a a report 





Z hou DN 


F nd his - 


Xiaoping, | 
began dismantling: Mao's Left- radical | 
social inventions. and toiled to swing - 









cessities which the people still lacked. 

From 1978 on remarkably little 
about Zhou was published in the 
Chinese media apart from his selected 
works. It seemed as though Deng, hav- 
ing symbolically doffed his cap to Zhou, 
retained certain critigfl thoughts about 
him. Deng did fnot suffer great 
hardships during fie Cultural Revolu- 
he undoubtedly had 
he latter quickly be- 
came the only person in the leadership 
with the authority to call off the Red 
Guards or at least debate with them for 
hours on end. 

As his friends and comrades fell 
around him, Zhou was exerting himself 
to minimise the damage to China's 
foreign policy. This was a lost cause as 
long as Chinese diplomats abroad ran 
around rabidly supporting the Cultural 
Revolution in countries where there 
was no sympathy for it. 

The People's Daily on 5 January 
published a commentary which said that 
Zhou and other top leaders failed to 
prevent the "disastrous Cultural Rev- 
olution." The party organ continued: 

When the disastrous consequences 
t the Cultural Revolution became 
more clear, Zhou had two choices: to 
play safe and do nothing, or to do his 
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Zhou: posthumous cult. 


best to relieve the difficult situation 
while sticking to his duties. He chose the 
latter." 

Anybody could point out that a pos- 
sible third course of action would have 
been to challenge Mao, Lin and the 
other leftists, and if necessary go down 
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forts be made to turn Singapore into the 
printing and publications centre for 
Asia. 

The proposed amendments seem to 
undercut all these efforts, remarked a 
foreign journalist. A more optimistic 
Singaporean observer felt that the 
proposal could just be a threat to 
make foreign publications toe the 
line — a weapon available when neces- 
sary but not about to be imposed im- 
mediately. 

Nevertheless, businessmen and 
academics who rely on easy access to 
several sources of information are ap- 
prehensive. In any case, the rule that 
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forbidden fruit tastes sweeter is proba- 
bly more true of Singapore, with its out- 
wardly conformist society, than of many 
surrounding countries, observed a local 
journalist. Restricted publications that 
carry an article on Singapore could im- 
mediately expect a higher pass-on rate 
among its regular readers. 
“If the publication is undesirable, ban 
" Tan Eng Joo, the chairman of the 
elen trade committee of the Singa- 
pore Chinese Chamber of Commerce 
and Industry, was quoted as saying in 
the usually conformist Sunday Times. 
“A partial ban like this would only serve 
to put a premium on the publication.” 
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fighting. Zhou presumably felt that this 
would be mere suicide, and he could 
serve China better by retaining some 
measure of influence. 

Zhou laid down that 95% of the 
cadres were good, and that the Cultural 
Revolution should not be considered in- 
imical to production. He also tried to 
protect the Foreign Ministry and other 
top organs dealing with defence, secu- 
rity and finance. 

"It should be admitted, of course, 
that Zhou did and said some things 
against his own will during those years. 
But it is understandable that in those 
years he had to do so in order the 
cushion the bad impacts of the 'Cultu- 
ral Revolution'," said the People's 
Daily. 

The excuses offered on Zhou's be- 
half may be seen as a sign of damning 
with faint praise. It is not that the Deng 
leadership wishes to destroy Zhou's 
reputation, which to a great extent is 
based on sentimental admiration for his 
suavity and sophistication. But Deng's 
supporters clearly want it to be admitted 
that what Deng has done in the decade 
since Zhou's death is incomparably 
more important than Zhou's political 
minuets and his ability to get on well 
with foreigners. 


Several publications which print 
an Asian edition in Singapore al- 
ready come under the purview of 
the existing Newspaper and Printing 
Presses Act, as they require annual- 
ly renewable printing licences. Pro- 
minent among these are The Asian 
Wall Street Journal, Inter- 
national Herald Tribune, 
The Economist, Time and 
USA Today. 

But of the estimated 
3,700 foreign publications 
circulated in Singapore, 
those most likely to feel 
the brunt of the proposed 
legislation will be the 
larger, Asian-based publi- 
cations — The Asian Wall 
Street Journal, Asiaweek 
and the Far Eastern 
Economic Review. The 
others, with relatively 
small circulations, are un- 
likely to be affected. 

Certainly, the government’s anxie- 
ties about media coverage reflect its 
growing insecurity during the country’s 
economic downturn, according to many 
observers here. But the choice of 
method — a clever restriction on sales 
rather than blatant banning — seems 
to be more in keeping with the style 
of the younger ministers, in the opinion 
of one local journalist. It is they 
who tend to feel insecure. If the 
more senior leaders had felt this strong- 


ly about the foreign media, they 
would have taken tougher action long 
ago. oO 
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y Manik de Silva in Colombo 
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l Em a move that caught most political 
Wobservers here by surprise, Sri Lankan 
| cB President Junius Jayewardene began 
| the New Year by granting a pardon to 
ler prime minister Sirimavo Ban- 
aranaike, his most formidable oppo- 
um ent whose civic rights had been taken 
E | away for seven years and who had been 
| To n from parliament. in October 
.. 1980. The ending of the disqualification 
22 months ahead of time enables Mrs 
Bandaranaike, who celebrates her 70th 
- birthday i in April, to campaign at elec- 
| tions and also, if she so chooses, to re- 
enter parliament. 
n But the former prime minister, who 
| greumed to be active in politics and 


foi 
d: 


| 


. Freedom Party (SLFP) despite her dis- 
- abilities, has already made it clear that 
she will exercise neither of the two op- 
tions available to her to enter par- 
di: ament in the short term: by nomina- 
E ion -— a procedure permitted by the 
| constitution, or through a by-election 
which she could use to demonstrate 
P opular support. 
The ruling United National Party 
(UNP), and particularly Prime Minister 
| Ranasinghe Premadasa who leads it in 
the legislature, would clearly like to see 
| Ms Bandaranaike back in parliament 


“INDIA 


By Mohan Ram in New Delhi A 
he Indian National Congress, per- 
8 haps the oldest political party in 
\sia, treated itself to a centenary. ex- 
E holding a special confer- 
ence (28-30 December) in Bombay 
w ere it was born. But behind the glit- 
tering facade, it confronted disturbing 
| questions about its future. The party 
= hich led India’s freedom struggle and 
| has ruled the country since indepen- 
dence in 1947, except for a 33-month 
break — and has won every national 
election except the one in 1977 — has 
K ost its old elan and spirit of dedication. 
|. .. Former prime minister Indira Gan- 
dhi split the Congress in 1969 and again 
a in 1978 to retain her control of the or- 
yanisation. Her personalised style of 
d politics distanced the government from 
the party and the party from the people. 
ET here have been no elections for party 
d | possi since 1969, and the party has been 


< 


f 


TIO ents - EE I A 
P E K? à n -hg 
^ - 1 
1^ rM s 4 ome cd b 
ig i x "> A did B i idm: a 
! < D iA 


oct: Y a "T d " GPS di 


also remained leader of her Sri Lanka ` 
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on paves the way 


. Mrs Bandaranaike calls for an early general election 


either by nomination or fighting a by- 
election to get there. If she decides to 
seek a by-election, her natural choice is 
likely to be the Attanagalla seat, the 
Bandaranaike family’s pocket borough, 
which she inherited from her husband, 
the late prime minister Solomon Ban- 
daranaike. 

She won the same seat in the 1977 
general election, but after her 1980 dis- 
qualification, the UNP had trounced 
her party in a by-election with a com- 


fortable 10,000-vote majority. With the | ~ 


resources at its command, the UNP 
hopes to give her a very close run the 
next time around and some party stal- 
warts even think they would be able to 
defeat her there. 

Said one UNP leader: “If she comes 
back to parliament by nomination, it 
would imply that she is afraid to face the 
people. If she does come to parliament, 
she will be compelled to take definite 
positions on the Tamil ethnic problem, 
something both she and her party have 
avoided doing for a very long time. In 
parliament there will be no question of 
ducking the issues. She will have to face 
the very formidable debating skills of 
the prime minister." 

But Mrs Bandaranaike is not playing 
the game in the way the government 


A sombre celebration 


The 100-year-old Congress party takes stock 


run by nominated functionaries who 
owed personal loyalty to Mrs Gandhi. 
Her son, Prime Minister Rajiv Gandhi, 
who came to power after his mother's 
assassination in, October 1984, has like 
her doubled as party president. 

But to everyone's surprise, Gandhi 
used the centenary for an indictment of 
the party which he described as a feudal 
oligarchy with power brokers riding on 
the backs of party workers for self-ag- 
grandisement. He said this had hap- 
pened because the party had drifted 
away from the people and was content 
with sloganeering and sanctimonious 
posturing. He did not indicate any pro- 
gramme to revitalise the party except to 
announce that organisational elections 
would be held within six months. 

Along with the rhetorical assertion 
that there was no alternative to the Con- 
gress and that the destiny of the country 
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idi ie d for P i sp neral election. A erae | 
peeing of her party’s cent coma | 
tee on 6 January, the former prime: | 
minister said: “The central committee, | 
agreed that the main question confront- | 
ing us now is n at of my re-entering 







ts of all the people 
ight to 


elect their own repr $ tò parli- 


ament periodically was taken away from. 
them through the process of so- -called 
referendum in 1982." 

The SLFP leader, who was referring 
to the six-year extension of the incum- 
bent parliament, as a result of the De- 


Jayewardene: formidable opponent. 


and his party were indivisible, he 
launched a vitriolic attack on the oppo- 
sition parties charging them not only 
with incapacity and corruption but also 
of disregarding national security. and 
even colluding with anti-national ele- 
ments. 

"Such sweeping generalisation with- - 
out citing. any concrete instance of 
malafides," the Indian Express noted *~ 
an editorial, “is unfair and even slande  - 
ous and can build up only a climate vı 
confrontation," even as the. party's 
centenary resolve had spoken of forging 
a national consensus on basic issues. 
Going beyond the general denunciation 
of the opposition, Gandhi vowed. to 
crush divisive tendencies he saw in the 
rise of regional parties, dubbing them 
an anti-national trend, though they-are 
merely reflective of the great diversity 
of India. He went on to castigate trade 
unions, businesses , bureaucracy and the 
police for lack of commitment to na- 
tional goals and values. 


W hat was missing, however; was in- 
trospection about the party’s shrink- 
ing electoral base. During his first few 
months in office, Gandhi bagged. the 
biggest victory ever for the Congress at 





cember 1982 referendum, went on to 
say: "The central committee decided 
that our priority should be to fight fot 
the restoration of the civic rights of the 
people by ensuring that a general elec- 
tion will be held in which all sections of 
the people could pargfipate to elect a 
truly democratic afíd representative 
ill also bring unity 
e country. It is only 
that I will re-enter 






parliament." 


|^ interviews and in a speech she 
made since the pardon, Mrs Ban- 
daranaike has been emphasising that a 
general election would create the condi- 





the December 1984 national elections. 
But at the March 1985 elections in some 
states, where legislatures had to be re- 
constituted, the Congress failed to wrest 
Karnataka and Andhra Pradesh from its 
opponents, whose showing improved. 
More setbacks were to follow. 

‘The: agreement with the moderate 
leaders of Punjab to end their five-year- 
^'d separatist movement was followed 

' state elections in September in which 
we Congress was trounced. Similarly, 
the settlement Gandhi pulled off with 
the leaders of the Assam agitation re- 
sulted in an election debacle for his 
party in that state (REVIEW, 2 Jan.). 

Gandhi rationalised the setbacks, 
saying the divisive tendencies in Punjab 
and Assam had to be overcome through 
such settlements even if these went 
dt the larger national interests and 
affected the fortunes of the Congress. 
However, there is little doubt that with 
the Congress out of power in the two 
states, the implementation of the settle- 
ments has become difficult. There is al- 
ready a backlash in the Hindu-majority 
and Congress-ruled Haryana state 
against the territorial concessions made 
to neighbouring Sikh-majority Punjab. 
The new non-Congress government in 
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tions necessary for achieving a political 
solution to the bloody ethnic war which 
cost the country more than 1,000 lives 
last year and has caused immense eco- 
nomic damage.  Jayewardene  re- 
sponded to her by asking what political 
solwtion she sought with the Marxist in- 
surgents who tried to topple her govern- 
ment in 1971, when more than 20,000 
youths were killed by government 
forces. "She is talking utter nonsense," 
said Jayewardene. 

Although neither Jayewardene nor 
his prime minister have committed 
themselves to a position on the general 
election that Mrs Bandaranaike seeks, 
National Security Minister  Lalith 
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Assam is determined to implement the 
part of the agreement which provides 
for the deportation of illegal immi- 
grants, mainly from Bangladesh, raising 
problems between New Delhi and 
Dhaka. 


i n the larger national context, a decimat- 
ed Congress wielding power in only 
12 of the 22 states raises questions about 
the future course of Indian politics. The 
hold of the Congress over the electorate 
is slipping without a clear national alter- 
native in sight. Despite its unquestioned 
supremacy at the federal level, it has 
been shrinking in stature to a party of 
the populous Hindi-speaking heartland 
comprising the states of Haryana, Rajas- 
than, Uttar Pradesh, Madhya Pradesh 
and Bihar and the union territory of 
Delhi. All the non-Congress states lie 
outside the Hindi heartland, while 
Orissa on the east coast and 
Maharashtra and Gujarat in the west 
are the only non-Hindi states the Con- 
gress is ruling. 

The Hindu middle-class ethos of the 
Hindi heartland has dominated the na- 
tion-building process and this has re- 
sulted in religious, linguistic and centre- 
state tensions. 


——]j 


Athulathmudali has gone on record as 
saying there will be no elections for 
three more years. “The people have 
given the government a mandate to rule 
until 1989," said Athulathmudali, who 
argued that a general election at a time 
when the government was gradually 
overcoming the separatists would be 
foolish. 

“It is of paramount importance that the 
anti-terrorist forces [Colombo officially 
labels the Tamil guerillas as terrorists} 
are united. Any division will be to their 
advantage, and a general election will 
create sharp political and other divi- 
sions among those opposed to the ter- 
rorists,” he said. 

Jayewardene has not offered any 
hints about what made him use his con- 
stitutional prerogative of granting a par- 
don to Mrs Bandaranaike. Some ob- 
servers believe that the president is 
seeking a consensus between his own 
party and the SLFP, both of which are 
strongly opposed to the division of 
the country that the separatists seek 
or to regional autonomy advocated by 
moderate Tamils on terms unaccepta- 
ble to the rest of the country. The 
SLFP is convinced that international 
pressure as well as national public 
opinion influenced Jayewardene’s deci- 
sion. 

The party’s central committee has, in 
fact, joined Mrs Bandaranaike in ex- 
tending its “appreciation to all individu- 
als and organisations nationally and in- 
ternationally who, in their numerous 
ways, contributed to ensuring that jus- 
tice prevailed [in the restoration her 
civic rights]. o 


Not that such tensions, also arising 
out of the pull of regionalism, are new to 
India. The Dravida movement in the 
southern state of Tamil Nadu and the 
National Conference in Jammu and 
Kashmir have been entrenched in 
power in those states for a long time. 
However, the high tide of regional as- 
sertion began in 1982 when the Telugu 
Desam party led by matinee idol N. T. 
Rama Rao swept into power in Andhra 
Pradesh and trounced the Congress 
again in 1985. Even the pan-Indian par- 
ties ruling some states — the com- 
munists in West Bengal and Tripura and 
the Janata Party in Karnataka — are 
mainly regional in character. 

Many of these regional parties, in- 
cluding the newly victorious Asom Gana 
Parishad in Assam, claim that they have 
a national outlook. Rama Rao is trying 
to tackle the difficult task of forging a 
coalition of these regional parties at the 
centre in order to fulfil the diverse aspi- 
rations of their supporters. If he suc- 
ceeds, such a coalition could pose a 
major challenge to the Congress. In that 
event, the national politics of India will 
be more influenced by a federal consen- 
sus rather than the dominance of the 
Hindi heartland. oO 
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= | By Nayan Chanda in Washington 
= | A confidential memorandum prepared 
| AÑ by UN special envoy Diego Cor- 
1d dovez states the Soviet Union has of- 
| fered to withdraw its troops from Af- 
| ghanistan within six months of a com- 
_| prehensive agreement that would bring 
.| about a cessation of external support for 
^| the mujahideen guerillas. While Pakis- 
.| tan and the US are encouraged by the 
| | - move, there is new concern about how 
| such an agreement would be put into ef- 




















fect without mujahideen support. 
| _ Duringasession of indirect “proxim- 
| ity" talks on Afghanistan in Geneva on 
| 16-19 December, Afghan Foreign 
|. Minister Shah Mohammed Dost ap- 
| prised Cordovez of the Soviet time- 
| table. However, he declined to show the 
| document to his Pakistani counterpart, 
|. Sahibzada Yaqub Khan, until Pakistan 
| agreesto direct talks on the Afghan situ- 
| ation between Islamabad and Kabul — 
a move which would in effect mean Is- 
| lamabad's recognition of Afghanistan’s 
. Soviet-backed Babrak Karmal regime. 
.. Ina move to overcome this obstacle, 
Cordovez has produced a two-page 


T 
+ tT: 
B 
[5 


i 
y 
: 
| 
3 





z 


Sa 
- 


ac RED mco" 


VG YN 


D 


- i ae ue 


2 
T 
1 


b 






= 


| 


* 
2 


d 
` 


i 
e MaN MT 
GeT e RR m D a 
^ , 
è 


— 





= 


T2 e 
"i EE 
à ^u 
" isl 

r - 

v. 1| EN 


l4 


151 
NU ua ' 


i. By Hamish McDonald in Sydney 


» 
jl 
x» 
+ 
4 
" 
=A 
J 
li 
y 4 


{ 


D 


E 





^ 
A r 


A 

E, 

E 
oy 
1 

4 

i 

" 


| Bringing home the bear 


i Moscow offers to withdraw its troops after a settlement : 


Workers on the march 


| The new Labour Party flexes its muscles 


Fi newly formed Labour Party has made a strong show- 
_— ingin a series of minor elections in recent weeks, a deve- 
. lopment which analysts say will keep the conservative Al- 
 liance Party government of Prime Minister Ratu Sir 
. Kamisese Mara on its toes in the remaining 18 months of its 
| current term before the general election. 

| . The emergence of a trade union-based political opposi- 


draft memorandum of understanding 
incorporating the essentials of the 
Soviet withdrawal plan and linking it 
with two other texts on the voluntary re- 
patriation of Afghan refugees now in 
Pakistan and non-intervention in Af- 
ghanistan — two issues already resolved 
in principle between Islamabad and 
Kabul. The draft has been submitted to 
both parties for consideration. 
Diplomatic sources familiar with the 
Cordovez memorandum say it estab- 
lishes the interdependence of the cessa- 
tion of external support for the mujahi- 
deen and the Soviet withdrawal. 
Cordovez is scheduled to meet the 
US Undersecretary of State for Political 
Affairs Michael Armacost in mid- 
January to discuss details of the Soviet 
withdrawal plan. In. February, Cor- 
dovez is expected to visit Islamabad and 
Kabul to get their reactions to the draft 
memorandum before 
another round of talks in Geneva. 
Pakistan is encouraged by the 
Soviet's apparent willingness to give a 
troop-withdrawal timetable, diplomatic 


scheduling | 


Cordovez: encouraging moves. 





sources said, even if it was not given di- 
rectly to Pakistan. A US Government 


source called the six-month with- 
drawal period a "reasonable time- 
frame." 

However, while welcoming the 


development as a positive step, US a 

ministration sources expressed conce 

that while Pakistan would have to cut 
off all supplies to the mujahideen im- 
mediately, the Soviets’ withdrawal pro- 
cess would take place over six months — 
the two moves would begin simultane- 
ously, but they would not run in paral- 


A more important test came in a by-election for an “In- 
dian national" seat for the national parliament in the sugar- 


growing area of the main island of Viti Levu. Fiji's electors 
are on two rolls, one “national” for all races and one of three 
“communal” roles for the major racial groupings. A racial 
qualification exists for candidates in both national and com- 
munal seats (REVIEW, 31 Oct. '85). 

The by-election in the North-Centrai seat held over 11-14 


December was closely run. The Alliance Party's Yuday 


Singh captured the seat with 7,885 votes (37.5%), only 241 
votes ahead of the Labour Party's Mahendra Chaudhery, 
who won 7,644 votes (36.4%). The NFP, which had held the 
seat until the resignation of stalwart Sir V. J. Singh,, trailed 
with 5,003 votes (23.3%). 


While the failure to get Chaudhery into parliame* 


dashed some earlier expectations, the results have put in 


ag tion on the lines of British and Australasian Labour parties 
| has also caused initial stirrings of concern among some US 
| and Australian defence officials, who see it as weakening 
| Fiji's resistance to the “Kiwi disease" of disassociation from 
.| the nuclear-weapons aspect of US defence guarantees. 
| . Fiji's staunchly pro-Western outlook and its strong mili- 
| tary tradition have brought it increasingly into the reckoning 
| of Washington's friends in the South Pacific at a time when 
| New Zealand's refusal of visits by nuclear-armed ships and a 
| Soviet fishing agreement with Kiribati bring the region under 
| some study. One sign of this is a visit by congressmen from 
| the US House of Representatives defence committee to Aus- 
| tralia, New Zealand, Fiji and French Polynesia in January. 
if In municipal elections in the capital Suva on 16 
| November, the Fiji Labour Party took eight of the 20 seats — 


X 


| enough for it to appoint a bank employee's trade union offi- 
| cial, Bob Kumar, as lord mayor. Previously the municipal 


| council was controlled by the National Federation Party 


> 


| (NFP), based on the Indian immigrant community which 


Å 


. forms about half of Fiji's 700,000 population. 
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question the NFP's future as the country’s main oppositio.. 
party and in the short term will further unsettle its parliamen- 
tary leader, Siddiq Koya. A switch could also unsettle the 
comfortable pace of Fijian politics. The NFP and its part- 
time politicians have acted as the voice of the Indian commu- 
nity rather than an alternative government. Labour is run by 
full-time union officials and has policies which challenge 
Mara on many issues — including US warship visits. 

The by-election showed the Labour Party could poll well 
in a rural area as well as in Suva. It has not demonstrated how 
it will fare among the indigenous Fijians, to whom the elec- 
toral system is weighted. A plan to run a Labour Party candi- 
date in an earlier by-election for a Fijian communal seat 
failed when an irregularity was found in her nomination form. 

Poliiical analysts are therefore cautious about the party's 
prospects in the medium to long term but say it now seems to 
have the momentum to carry it towards the general election. 
Mara's decision to continue a wage freeze and low prices for 
sugar and other export commodities will also continue the 
discontent which has tended to feed the Labour Party. D 
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Mujahideen guerillas: intractable. RODNEY TASKER 


lel. This would mean that Pakistan 
would have no other leverage on the 
Soviets during the six-month period 
than monitoring the withdrawal. 

An even more critical problem could 
be the attitude of the guerillas towards 
he settlement agreed on between 
&abul and Islamabad. The diplomatic 
sources said Pakistan has conveyed an 
outline of the agreements to the main 
mujahideen groups but has neither pro- 
vided them with details of the accords 
nor sought their support. There is fear 
that a basic divergence of interests be- 
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tween Pakistan and the mujahideen 
groups, suppressed so far because of 
their common interest to date in con- 
tinuing the anti-Soviet struggle, might 
burst into the open with only Islamabad 
working towards a settlement. 


* Some fanatical mujahideen groups 


oppose the proximity talks and would 
like to continue waging their holy war 
until the "infidel" Soviets have been 
completely wiped out. They are report- 
ed to have stockpiled weapons in Af- 
ghanistan in anticipation of Pakistan's 


move to cut off their supply routes. If | 


the guerillas continue to attack Soviet 
troops after the agreement has taken ef- 
fect, Moscow could accuse Pakistan of 
violating the agreement. “A settlement 
[of the Afghan problem] is still far 
away," a US administration official 
noted gloomily, *but the real problem 
will begin after we have a settlement." 


hile many administration officials 

doubt Moscow wants to withdraw 
from Afghanistan and point to the sharp 
contrast between its reasonable public 
approach and its ruthless six-year-long 
military campaign, the Soviet's with- 
drawal timetable puts the ball in Wash- 
ington's court. In a bid to counter criti- 
cism that the US is generally unrecep- 
tive to any settlement plan, Washington 
recently stated publicly its readiness to 
provide a guarantee for an acceptable 
Afghan accord. 
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Benefit from case studies by experienced 
China traders from Hong Kong and Macau 


University of East Asia, Hong Kong Office, 
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Official sources here said such a 
guarantee would not only commit the 
US to ending its covert assistance to the 
mujahideen and ensure that Pakistan 
would follow suit, but it would also in- 
volve US monitoring of the Soviet with- 
drawal. With all the sophisticated 
means at its disposal to monitor the 
withdrawal, Washington's second task 
could prove much easier than stop- 
ping the holy war it has funded for so 
long. 

Senior US officials got an indication 
of just how intractable the mujahideen 
can be in September 1985 when Gul- 
buddin Hekmatyar, leader of the Is- 
lamic Alliance of Atghan Holy War- 
riors, who was then visiting the UN, de- 
clined an invitation to meet President 
Reagan. Sources said White House offi- 
cials were stunned by Gulbuddin’s re- 
fusal to come to Washington to meet 
Reagan and be welcomed on Capitol 
Hill by the chairmen of the US Senate 
and House foreign affairs committees. 

Although other members of the al- 
liance delegation were keen to visit 
Washington, Gulbuddin said he could 
not undertake the trip without permis- 
sion from the other alliance leaders. 
Gulbuddin has since openly accused the 
US of making capital of the Afghan 
fight. “Afghans are tough people. The 
Soviets have found that out. It is now 
our turn to learn that fact,” a US official 
told the REVIEW. O 
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By Carl Goldstein in Taipei 


fter much political manoeuvring in 

Taipei and Manila, Taiwan ap- 
peared to be edging closer to a com- 
promise that would preserve its mem- 
bership in the Asian Development 
Bank (ADB) when Peking enters the 
organisation, perhaps in April. 

The contentious issue has brought 
divisions within the ruling Kuomintang 
(KMT) to the surface. Older, conserva- 
tive party leaders are holding out for 
ideological purity and withdrawal from 
the ADB if their demand that Taiwan 
be allowed to retain membership under 
the name "Republic of China" is not 
met. Younger, more moderate leaders, 
mindful of Taiwan’s deepening dip- 
lomatic isolation, are urging a more 
pragmatic policy — including a name 
change, if necessary — to maintain the 
country's membership in the last impor- 
tant inter-governmental organisation to 
which it still belongs. 

Even more ambitiously, they would 
like to see an ADB model pave the way 
for Taiwan's return to other major in- 
ternational organisations like the World 
Bank and International Monetary 
Fund. Taipei lost its seat on those 
bodies, along with its United Nations 
membership, in 1971 when most of the 
world diplomatic community. stopped 
accepting Taipei's claim to be the sole 
legal government of all of China. 

Taiwan was a founding member of 


| the ADB in 1966 — under the name Re- 
public of China 





and in recent years 
as become a net contributor, rather 
than borrower, of funds. Thus the dis- 
pute was not over money, which Taiwan 
does not need. Rather it was whether 
Taipei could adjust its policies to take 
account of current realities and seek a 
formula to allow it to maintain a formal 
role in international affairs. 
At his year-end press conference in 


Taipei on 30 December, Foreign Minis- 


ter Chu Fu-sung gave the first indication 
that Taiwan might consider a name 
change when China enters the Manila- 
based organisation, probably at the 
bank's next annual meeting in April. 
Chu told reporters that his government 
might accept the name “China, Taipei," 
if Peking were to enter as “China, Pe- 
king." 

Although Peking immediately re- 
Jected the offer, since the ADB has al- 
ready said China will enter under its of- 
ficial name, the People's Republic of 
China, the significance of Chu's state- 
ment lay more in its indication of flexi- 
bility than substance. 

Although Chu has not in the past 
been identified as a liberal within the 
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M Taipei could change its name to remain in the ADB ° 


KMT, his stance was in line with the 
case that Taiwan’s chief unofficial rep- 
resentative in Washington, Fredrick F. 
Chien, was making in private meetings 
with President Chiang Ching-kuo and 
other top leaders. Chien, 50, who is a 
likely future foreign minister, returned 
to Taipei for the first time in more than 
two years to lobby the leadership on the 
issue. 

Although Chien has made only care- 
ful, non-controversial comments in 


public on the question, a source in the 
Foreign Ministry said he was arguing 
that Taiwan's international standing 
could suffer a serious blow if it withdrew 
from the ADB. Chien is regarded by 
foreign analysts in Taipei as having 


ROA 
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ADB headquarters: divisions within the ruling 


helped maintain good ties between the 
US and Taiwan despite recent, serious 
strains, particularly the October 1984 
murder of a Chinese-American writerin 
California by gangsters from Taiwan 
acting for top intelligence officials. 
Chien has been an able practitioner of 
Taipers “visit diplomacy," in which a 
stream of US congressmen and state 
politicians have visited Taiwan, most of 
them on all-expenses-paid trips. 


kien raised by the ADB issue 
have led to an unusual public debate 
among KMT politicians and academics, 
as well as many independents. In De- 
cember, 41 members of the national 
legislature — most of them KMT mem- 
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bers — issued an appeal for the govern- 
ment to adopt extraordinary measures 
to maintain its membershipin the ADB. 
During the first two weeks of this year, a 
number of prominent academics, in- 
cluding several ig American universities 
who frequently r&present Taiwan's po- 
sition in academic \nternational-affairs 
forums, were urging 
drop its customary h 
question. 

Despite these pressures, there have 
been signs of backtracking in Taipei in 
the days since Chu raised the possibility 
of a name change. On 9 January. a 
Foreign Ministry spokesman rejected a 
suggestion that Taiwan would accept 
the name “Taipei-China,” or any other 
formulation that appeared to imply a 
status as a regional, rather than na- 
tional, government. Sources said the re- 
newed hard line resulted from behind- 
the-scenes politicking by leading con- 
servative Shen Chang-huan, the secret- 
ary-general of the presidential palace. 

The 72-year-old Shen has been the 
chief architect of the KMT's foreign 
policy fór more than ?n 
years, a period that h 
seen the number of na- 
tions recognising Taiwan 
drop from over 60 to 23. 
He was foreign minister 
until his resignation in 
1979 to take moral respon- 
sibility for the US de-rec- 
ognition of Taiwan. De- 
spite this lacklustre re- 
cord, Shen remains close 
to the 75-year-old Chiang, 
as he was to Chiang Kai- 
shek, and has even been 
mentioned in recent politi- 
cal speculation as a possi- 
ble choice for premier. 

Wide-ranging diploma- 
tic contacts over the ques- 
tion of Taiwan’s ADB 
membership are certain to 
continue through the next 
two months as Taiwan joc- 
keys for the best possible 
deal. The tougher lit 
coming from . offici 
spokesmen in Taipei in 
recent days is probably a 
part of this process. The US administra- 
tion has already made it clear that it 
wants Taipei to compromise on the 
name-change question, having previ- 






ously sent William Clark, a former na- 


tional security adviser and close asso- 
ciate of President Reagan, to Taiwan to 
make the point. 

Singapore Prime Minister Lee Kuan 
Yew was said to have urged com- 
promise upon Chiang when he visited 
Taipei late last year, and Japan also has 
informed Taipei of its support for this 
position. Taipei's final position will ulti- 
mately depend on a decision by Chiang 
himself, as he remains master of the 
local political scene despite his declining 
physical condition. oO 
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S ea d We've made leaving a Hilton 
International hotel almost as 
pleasurable as staying there. 

All you have to do is check 
in with the American Express" 
Card and tell us when you 
expect to leave. During the 
night, while you're sound 
asleep, we'll slip your Card 
receipt and itemized hotel bill 
under your door. 

ON In the morning, all you 
EP. have to do is leave. No 
IESU. waiting on check-out 
EN lines, no waiting for 
your receipt to come in 
the mail. 

And with American Express 
Assured Reservations you know 
your room will be waiting for 
you no matter how late you 
arrive at the hotel. 

Call your travel agent, any 
Hilton International hotel, or 
Hilton Reservation Service. 


The American Express Card. 
Don't leave home without it. 
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Banking. — . 
bank in your hands. 


HongkongBank's Hexagon corpo 
electronic banking system. It’s a stat 
art system for six vital reason: 


1. Hexagon is powerful. The system of! 
wide-ranging services, from reporting simpl 
account balances to up-to-the-minute foreigt 
exchange rates. Hexagon communicate: 
through the HongkongBank group's ow! 


global data network, giving vou instant ac 
to the group's vast resources of banking an 
information services around the w 


2. Hexagon is fast. Information 


updated. Hexagon reacts quickly 

the edge. 

3. Hexagon is friendly. The syste 

use. Its simple screens are easy to rea 

easy to understand. 

4. Hexagon is adaptable. It can be integrate 
easily into your existing manageme 
Whatever your business, Hexagoi 
management full control. Any of 

can be assigned to operate the syst 
authorisation and supervisory fui 

firmly in the hands of your mana; 

5. Hexagon is secure. Full data scramblii 
individual passwords, dual and multi-| 
authorisation and a range of othe U 
features ensure safety and confidi 
your company’s finances 

6. Hexagon is compatible. Unlik: 
systems, Hexagon has been design: 

on a range of popular personal con 

that substantial investment in hard 
unnecessary. 

The HongkongBank group is on 

world’s major financial institutio: 

1,200 offices in 55 countries 

Io find out more about Hexagon 

can help your company, contact the Hexa 
centre at your nearest branch of tl 
HongkongBank group. 


Hexagon. 


Puts the power of the bank 
in your hands 


HongkongBank 


The Hongkong and Shanghai Banking Corporation 


Marine Midland Bank * Hongkong Bank ol 

Canada * The British Bank of the Middle Fast 

Hang Seng Bank Limited * Wardley Limited 
HongkongBank Limited 


CONSOLIDATED ASSETS AT 31 DECEMBE! 
EXCEED US$61 BILL 
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Asia is home to more than half of mankind. Every day, 
events are happening here that not only shape the re- 
gion's future but affect the entire world. The Asia 1986 
Yearbook does more than cover these events — it com- 
piles, analyses and interprets them. No businessman 
can afford to ignore them. Nor can any professional or 
scholar or anyone who has dealings with Asia. Decide 
for yourself whether any other single medium puts the 
economic, social and political realities of Asia at your 
fingertips as does the Asia Yearbook. 


Now In Its 27th Edition 

The Asia 1986 Yearbook, now in its 27th year, is bigger 
and more comprehensive than ever before. Matching 
the rapid pace of Asian development, it goes into great- 
er detail, with greater insight — a book which everyone 
who needs to know about Asia must have on the book- 
shelf. 


Features 

The Asia 1986 Yearbook includes two new chapters — 
covering a historic year in South Asia, and analysing US 
involvement in Asia — but you will find familiar chapters 
and features as well: a portrait of The Region, The 
Power Game, Population & Food, Development Banks, 
Asian Finance, Asian Investment, Commodities, 
Energy, Aviation, Shipping, Fishing, Trade & Aid, the 
Pacific, Asian & Pacific Organisations, and a round-up 
of the year's news stories. 


As in the past, the Asia 1986 Yearbook has an abun- 
dance of charts, tables and graphics to illustrate the 
material, including a full military profile of each regional 
country. 


The main body of the book contains chapters on 31 
countries, ranging from Afghanistan to Japan, from 
China to New Zealand. 


Country-by-Country Analysis 

Each country is discussed with up-to-date reviews of its 
Politics and Social Affairs, Foreign Relations, Economy 
and Infrastructure, complete with a map and lists of 
leading public officials. The Asia 1986 Yearbook gives 
you localised, first-hand information on everything from 
market potential and population trends to foreign aid in- 
volvement and social and cultural landmarks. Each 


Announcing The All New 27th Edition 


We give you Asia, 
minus the mystery, 
== minus the myth: 

—* Asia 1986 Yearbook 











country chapter has a Databox giving essential vital 
statistics. And there is also a statistical round-up com- 
piled against a master questionnaire provided by Year- 
book experts. 


How We Did It 

Published by the Far Eastern Economic Review, the 
Asia 1986 Yearbook is the result of thousands of man- 
hours of work during the year. Every week, the Heview' s 
correspondents file on-the-spot reports from every 
major Asian capital and every area of interest through- 
out the region. This leading team of writers, analysts, 
experts and research staff contribute (as they have reg- 
ularly for 27 years) to keep the Asia 1986 Yearbook on 
top of events. To give you Asia minus the mystery, 
minus the myth. To give you Asia as only the Far East- 
ern Economic Review can. 


Soft Cover: HK$170/US$23.95/£20/S$49.50/M$56.50 
Hard Cover: HK$200/US$27.95/£23.75/S$58.50/M$67 
For airmail delivery, please add: 
HK$55/US$7/£5/S$15/M$17.50 per copy. 
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To: Publications Division, 
Far Eastern Economic Review, 
G.P.O. Box 160, 
Hongkong 


FarEasternEconomic 





Please rush me copy/copies of the Asia 1986 Yearbook as 
indicated. | enclose a cheque/postal order for 


Pee 24 »'4 5.245. 5 nc5;s-9 ww 4 dq NEN AW P Tae ee 9 * 9." ee E 
> wo. - - ele sa Bob Ou m Op MN NN. «$a» »s » 69 «4*2 99-79 
foa cde wile te wel 4h Wu NEN" VOR EHE e ROW ce Sin) ee eye Se AW. € mo t 9 9 b v, Be NT 
Sow ww me s NW P^ P 3 "9 m ee Sen eee eee) oO. wa $Pd y» $e.s-d4€99495»&25-9209,9» man v5 


EM debes Ww aie Au ee. uM eR «E T€. —--— "à 9 9-9 9.9 m ws M MUN 


Asia 1986 Yearbook (Soft Cover) 

Price: HK$170/US$23.95/£20/S$49.50/M$56.50 each 

No. of copies O by surface O by airmail* 
Asia 1986 Yearbook (Hard Cover) 

Price: HK$200/US$27.95/£23.75/8$58.50/M$67 each 

No. of copies O by surface O by airmail* 


*For airmail delivery, please add: 
HK$55/US$7/£5/S$15/M$17.50 per copy. 
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The early dawning of 
a Jakarta Spring? 


By Lincoln Kaye in Jakarta 


Dr: in basic beatnick black and 
" brandishing a sheaf of his own 
hand-lettered verses, W. S. Rendra 
flings himself about the bare stage of the 
Taman Ismail Marzuki (TIM) Arts 
Centre. His raspy, Javanese-accented 
voice blares over the high-decibel public 
address system with a message for the 
Indonesian power elite: “Because we 
are stifled, while you blather on and on, 
therefore we say NO and NO and NO to 
you!” 

If the scene seems oddly reminiscent 
of a bygone era of protest poetry, it is no 
coincidence. The last time Rendra 
played TIM, in 1978, an ammonium 
bomb was lobbed into the amphitheatre 
— by government intelligence agents, 
he insists. Just days later he was arrested 
and imprisoned for more than four 
months on charges of “hate monger- 
Ing." as 
Ever since then, he had been barred 
from giving publicly announced per- 
formances; at least until last month, 
when posters for his latest TIM readings 
suddenly cropped up all over Jakarta 
and even as far afield as Bandung. 

Some, hopefully, hailed Rendra's re- 
emergence as a sign of a "Jakarta 
Spring," a gradual cultural liberalisa- 
tion. But, as one diplomat noted, Ren- 
dra cannot “single-handedly produce a 
‘Spring’ in a country where the arts have 
been tightly controlled for most of the 
40 years since independence." Actually, 
Rendra's reading is not an entirely iso- 
lated event. 

Other purported harbingers of the 
Jakarta Spring include The Cockroach 
Opera, a sassy, Brechtian musical dia- 
tribe whose “heroes” are whores, gang- 
sters, squatters and drag queens. The 
author/director Riantiarno slings his 
most pointed barbs at a hypocritical 
Javanese bureaucrat and a lecherous 
foreign capitalist (costumed in complete 
samurai regalia). 

Then there is the publication. of 
Footsteps, the third in a four-novel 
series by leftist writer Pramoedya 
Ananta Toer during his 14-year exile on 
the prison island of Buru. Parts one and 
two were banned in 1981 after establish- 
ing themselves as Indonesia’s all-time 
best-selling fiction within a few months 
of their open distribution. 

Further indications of a more liberal 
trend are the outspokeness of former 
Asean secretary-general H. R. Dhar- 
sono's defence against subversion 
charges, the openness of demonstra- 
tions in his support and the unusually 
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thorough press coverage of his trial. 
Door-to-door peddlers have even been 
hawking Dharsono T-shirts (in a variety 
of colours and sizes) in downtown office 
buildings. 

Encouraging, too, is the “egghead” 
style of newly named Education and 
Culture Minister Fuad Hassan (REVIEW, 
15 Aug. '85), who is personally friend- 
ly with several leading literati, in- 
cluding Rendra. Although he has yet to 
specify any bold cultural policy initia- 
tives, Fuad's rhetoric so far seems well- 
meaning. At least, writers feel, he is less 


likely than some of his predecessors to 
GUY SACERDOTI 








AF 


point, to offer disaffected intellectuals 
an outlet in print or on the stage, before 
a strictly limited audience. “And if, at 
the same time, the government can get 
some flattering coverage of its ‘liberali- 
sation’ in the REVIEW and other for- 
eign journals, so much the better,” he 
adds. : 

But to understand the “real” social 


meaning Of the Jakarta Spring, one ~ 


academic suggests, "don't watch the 
stage at TIM; watch the parking lot 
That's where you see the “blue jeans’ set 
arriving in their Mercedes and Volvos. 
That's where you see the scalpers sellin 

tickets to the Rendra reading at a 50096 
mark-up for as much as Rps 15,000 


[US$13.40] — half a month's wage for] 


many Jakarta workers. 
You don't see ‘cockroaches’ coming 


to the Cockroach Opera. You see the” 


children of the very muckity-mucks who 
are being lampooned on stage. And 









lend his imprimatur to book-banning 
orders. 


ome people dismiss these develop- 

ments as mere window-dressing. 
"Cabinet ministers don't actually make 
cultural policy in a system like this," ac- 
cording to one publisher. Censorship 
decisions, he explains, are ultimately 
the province of Bakin (the intelligence 
agency) and Kopkamtib (the national 
security command). “These people are 
soldiers, not literati, and if they appear 
to be easing up for the moment, you can 
be sure it’s only in areas they feel are 
‘safe’.” 

The point, he feels, is to “let off some 
steam” before the coming 1987 elec- 
tions to pre-empt any more substantive 
anti-government protests. Boycotts on 
voting and student demonstrations have 
marred earlier elections. 

Far better, from the security view- 

| 
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after the show, they'll go home — flush- ^ | 
ed with a nice cathartic glow — and - 


they'll do nothing at all to rock the boat. 
Performances like this are allowed to 
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happen simply because they don't mat- - 


ter at all." 


Rendra counters that the point of his ~ 


poems is not to stir up revolt, but to 
"preserve sanity and common sense" — 
values that always matter. "If the 


power-holders think to use me as a` 


‘safety valve,” never mind. I can still 
bear witness" against the “mastadons” 
(patronage-swollen moneyed interests) 
and the “new priyayi” (the modern-day 
bureaucratic incarnation of Java's 
feudal nobility). 

Nor does he balk at the charge that 
he is a poet of the bourgeoisie, “I write 
for the underdogs, of whatever class. 
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But in Indonesia, it is the middle class | 


that has the power to make a difference, 
if only it could free itself from the 
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| ing 350 years of colonialism.” Twice in 
| this century, Rendra says, the business- 
| hating priyayi aborted incipient 
| bourgeois revolutions. But the 
| bourgeoisie, he feels, still has the poten- 
| tial to make Indonesian society more 
| dynamic. 
E jramoedya takes a less sanguine 
M view: "What middle class? All we 
have here is a pseudo-bourgeoisie, 
wholly dependent upon the political 
| power holders." Not that he is by any 
means dismissive of the potential of an 
indigenous bourgeoisie, if only such a 
class could be created. 
— Despite the “covert Marxism” al- 
|. leged by his censors, Pramoedya chose 
| two bourgeois characters as the main 
| heroes of his quartet. One of them, the 
 courtesan-turned-businesswoman Niyai 
| Ontosoroh, was invented as a sort of In- 
= donesian Mother Courage to boost the 
| morale of Pramoedya's fellow prisoners 
| on Buru. 
— [n the early 1970s, camp conditions 
= were so harsh that Pramoedya was de- 
| niedeven pencil and paper. The quartet 
| and four other novels, plus assorted es- 
| says, short fiction and even a comic 
| strip, had to be composed in his head 
| and related orally to fellow prisoners. 
| They were passed throughout Buru by 
- word of mouth and only later written 
| down and smuggled out of the island by 
| ex-prisoners upon their repatriation to 
= Java. As Pramoedya explains it, On- 
tosoroh, with her sheer tenacity and her 
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By Carroll Bogert in Peking 
"^ f3eking's hottest play, Rubik's Cube, 
|. W is sure to puzzle many a China- 

watcher. In daring and innovation, it 
. surpasses even WM, the drama of seven 
| disillusioned young people that played 
| recently to full houses in Peking. But, 
| inexplicably, Rubik's Cube has also 
| opened only weeks after WM was criti- 
| cised and shut down. 
| A Rubik's Cube is not a play with a 
| plot. It is a series of sketches, strung to- 
gether by a master of ceremonies who 
wanders about the theatre with a micro- 
phone, commenting and occasionally 
taking part in the action. The most in- 
. novative aspect of Rubik's Cube is this 
. breakdown between audience and per- 
| formance. Actors speak directly to the 
| audience: they scold it, ask it questions, 
| and walk through it up and down the 
| aisles. 
| There are plays within plays: actors 
| play characters, they play actors, they 
| play actors playing characters. The au- 
| dience must struggle to determine where 
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an inspiring — if somewhat one-dimen- 


sional — character in an oral story 
for men under the most extreme hard- 
ships. | 


A much more complex portrayal is 
Mengke, the protagonist and first-per- 
son narrator of all the novels in the 
quartet. He is based on a turn-of-the- 
century historic figure, Tirto Adi Surjo, 
whom Pramoedya characterises as not 
only an early political activist and 
“father of the national press,” but also a 
onee: educator and one of Indonesia's 
irst indigenous capitalist entrepreneurs. 





A leap forward to 
freedom on the stage 


drama ends and reality begins, what is 
truth and what is fiction. Not only does 
Rubik's Cube eschew the old forms of 
socialist realism, it questions whether 
reality exists. 

In one sense, Rubik's Cube is not a 
political play. But its free-wheeling style 
may be read as a call for democracy on 
the part of Chinese youth. “We are for 
young people, by young people, and 
about young people,” a woman an- 
nounces before the play begins. She 
proceeds to introduce the director (28), 
and stage designer (25); the playwright. 
a student in the political education 
department at Shanghai Normal Uni- 
versity, is 27. They welcome criticism 
and make themselves available to mem- 
bers of the audience every night after 
the show. Part of the playbill is an 
opinion sheet to be filled out and mailed 
back to the play’s producers, the China 
Youth Art Theatre. Another part is a 
poem: 

A Rubik's Cube, thrown into confu- 
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ments, Tirto Adi Surjo has been “for- - 


gotten and expunged" from national 
history, first by the Dutch colonial 
rulers and later by two successive post- 
independence governments. The pre- 
Sek iae government would sooner 
stress the pioneering role of the more 
accommodationist priyayi members of 
the Budi Utomo cultural society, who 
were active at about the same time. 

The reason for this official view, 
Pramoedya suggests, is that Tirto Adi 
Surjo was too independent and unwil- 
ling to cooperate with the government 
authorities of his day. To rectify the his- 
toriographic omission, Pramoedya has 
written a scholarly companion volume 
to Footsteps. The book, which docu- 
ments Tirto Adi Surjo's life with text 
and photos, is entitled Sang Pemula, or 
The Originator. 

Not that there is much danger in the 
near future of Pramoedya’s revisionist 
history seriously challenging the pre- 
vailing account, at least in the popular 
view. So far Footsteps and The 
Originator have each sold only “a 
couple of thousand” copies inside Ir 
donesia and as many more abroad, ac 
cording to publisher Hasyim Rachman, 
a former newspaperman and Pramoe- 
dya’s fellow-prisoner on Buru. 

The two new volumes had hardly 
been out a month when Hasyim re- 
ceived a letter from the Prosecutor- 
General’s office asking for sample 
copies and requesting that he stop sell- 
ing the books until a decision could be 


sion, 54 bits of colour make up the ever- 
changing world 

Revolving, revolving . . . 

It's said there are one hundred million 
solutions to the Rubik's Cube, everyone 
must look for their own personal solu- 
tion 

Seeking, seeking... 

This implies a challenge to authority 
that goes well beyond anything attempt- 
ed recently in Chinese theatre. The. 
shutdown of WM, one of the season’ 
most experimental works, has led t 
speculation that a new crackdown might 
have begun on freedom in the dramatic 
arts. The staging of Rubik’s Cube at this 
particular moment makes the official at- 
titude even harder to predict. 


ven to Chinese dramatists, the of- 

ficial attitude can be difficult to 
divine. Plays are no longer submit- 
ted to government authorities before 
they can be performed. They need only 
the permission of the head of the 
theatre. 

Party members in the company may 
disapprove of certain passages and 
suggest alterations. But, as one Peking 
director explains, *the political depart- 
ment in our company has almost no say 
anymore." Pressure to close down a 
play is more subtle. 








reached on their eligibility for distribu- 
tion. è 
“Since it was only a request, rather 
than an official order, I didn’t feel it was 
legally binding,” the publisher explains. 
Both books remain 9n sale, albeit with- 
out much fanfare, at Hasyim's own 
Hasta Mitra bookstore. And just within 
the last month (December), other 
bookshops — including some nation- 
al chains — have started to follow 
suit. A pirated edition of Footsteps 
has even sold a few hundred copies 
at half-price in kerbside night-market 
stalls. 


NEU the final volume of the 
quartet, The Glass House, is being 

repared for publication next month. 

ven as the pages are being laid out, 
Pramoedya is still polishing his manu- 
script, sometimes interpolating whole 
paragraphs. *He wants this book to be 
his masterpiece," Hasyim says. With all 
four volumes in print — and soon to be 
followed by English translations — 
Pramoedya's often suggested Nobel 
Prize candidacy could be considerably 
strengthened. After the quartet, 
Hasyim plans to issue the rest of the au- 
thor’s Buru work plus the multi-volume 
Geographical Dictionary of Indonesia 
that Pramoedya is currently produc- 
ing. 

There is more in store from the other 
figures in the Jakarta Spring as well. 
Rendra is scheduled for a February 
reading in a Jakarta sports stadium (ca- 
pacity 5,000), and his promoters are 


The same director commented on 
Little Well Lane, a play that was closed 
in 1983: “No one banned the play but 
there were a lot of frowns all around. 
Some people felt that this was like wash- 
ing your dirty linen in public.” The play 
was revised slightly and ran again in 
September 1985. 

Some theatre companies are more 
liberal than others. The China Youth 
Art Theatre in Peking has been as- 
sociated with both WM and Rubik’s 
Cube. Both were first staged in 
Shanghai, where young Sha Yexin, au- 
thor of the controversial If I Were 
Real, has recently become head of 
the Shanghai People's Art Theatre. 

Hongkong newspapers report that 
WM was rejected by theatres in Peking, 
and had to go to Shanghai to find a pro- 
ducer. Rubik's Cube first appeared in 
Shanghai for six nights as part of a stu- 
dent drama festival, and because its re- 
ception was so wildly enthusiastic, it was 
brought to Peking. 

Chinese audiences find  Rubik's 
Cube absolutely entrancing. Usually 
headed for the door before performers 
have even begun their bows, in this case 
they can hardly bring themselves to 
leave the theatre. A favourite scene is 
one in which an actor interrupts the 
master of ceremonies to give an adver- 
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Rendra: poems preserve sanity. 


now appealing to Kopkamtib for au- 
thorisation to appear in Surabaya. After 
that, he plans readings in West and Cen- 
tral Java and East Kalimantan. Then, in 
June, he is under contract to stage a play 
in Jakarta — either his own translation 
of Hamlet or an original work he has 


tisement for the newly opened Enter- 
prise Development University, of which 
he claims to be *general manager." He 
is finally chased out of the theatre, while 
the audience laughs uproariously. 
These and other scenes give Rubik's 
Cube the likable air of a rowdy free-for- 
all. 


= ut Rubik's Cube is also much more 
subtle than just a call for demo- 
cracy. In one of the play's best scenes, 
the master of ceremonies mischievously 
places a large “detour” sign at stage 
right. A crowd gathers, including a 
neighbourhood guard with a red arm- 
band who forbids the others from going 
beyond the sign. An argument ensues 
about whether the detour is actually 
necessary, but no one dares to test the 
forbidden road. : 

Left at that, the scene would be a 
daring satire on arbitrary authority. But 
Rubik's Cube delves deeper. “It’s your 
fault!" shouts one young actor, pointing 
an accusing finger towards the. audi- 
ence. He charges them with being, the 
same gawking crowd that stood by 
dumbly while a woman. was gang 
raped not long ago. They are part 
of the cowardice being played out on 
stage. 

The master of ceremonies strides up. 





' Script Riantiarno adapted from Aristo- 








written *about a clown who becomes 
king and turns into a sort of a King 
Kong." 

Rendra's play will be just one en- 
trant in what promises to be.a lively 
theatre. season. 


courtroom spoof with his Theater Saja 
troupe. Called Tok Tok Tok (after the 
sound of a gavel), the play will be pro- 
duced in cooperation with the much-be- 
leaguered Legal Aid Institute, LBH, 
which has been in the forefront of the 
Dharsono defence and other political 
trials. 

The Theater Koma troupe, too, is 


planning to stage a new production this 


spring of The Women of Parliament, a 


phenes. i 
The playwright hopes this produc- 

tion can enjoy a longer exposure at TIM 

than the two weeks that the Cockroach 


Opera was allowed to run. There should | 


be more than enough audience demand 
for the Theater Koma to justify a run of 
a couple of months or more, judging»by 
the packed houses for Cockroach, both 
in Jakarta and in Bandung (where one 
harrowing performance had to be 


staged just hours after the theatre re- ^ 


ceived an anonymous bomb threat). 
Like Rendra, Riantiarno would like to 
project the Jakarta Spring further afield 
from Jakarta itself with performances in 
other major cities. Both writers have 
previously been denied permission to 
perform in Central Java and else- 
where. 


shakes the hand of the young actor, and 
explains that he put the sign there as à 
social psychological test. The crowd 
doubts him, and urges him to try the 
road first. He hesitates. “Is there really 
something wrong?" He asks himself un- 
easily. The lights go dim, and he finds he 
cannot move. Authority here is re- 
vealed as something with a strange and 
fearsome power of its own, more subtle 
and complex than a problem of govern- 
ment. 

Rubik's Cube is concerned with an 
artistic exploration of an issue rather 
than a political one. It seems, thank- 
fully, to signal a new generation of 
Chinese drama. In the early years, 
theatre was imprisoned in the socialist- 
realist mould. When the mould began to 
break after the Cultural Revolution, the 
new plays took a cr&ical stand — but it 
was still a political stand. Says Ying 
Ruocheng of the Peking People's Art 
Theatre: "After the fall of the Gang of 
Four, plays were against regimentation, 
but they were still written in more or less 
the same manner." ° 

Rubik's Cube generally avoids these 
pitfalls; it avoids melodrama and didac- 
ticism and formulaic answers. It is full of 
surprises. Perhaps the greatest of its sur- 
prises is that it should be performed at 
all. . " 
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Another outspoken) 
playwright, Ikranegara, will mount a 
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(U $4.25). 
ek finishes Marvin J. Wolf’s book 
|^ XJ with three different kinds of bad 
taste in the mouth. The first results 
- from the book's relentless evidence of 
| Japanese "economic totalitarianism,” 
amounting to “a national conspiracy di- 
| rected by the Ministry of International 
| Trade and Industry [Miti],” which seeks 
systematically to “dismantle American 
| industry" as a major step on the road to 
its “national manifest destiny." Its 
weapons are “obfuscation, bribery, eco- 
nomic espionage and outright theft,” 
. and these together constitute a threat 
\ 1e é * 
| “as potentially dangerous to world sta- 
| Buy as the military-political threat of 
the Soviet Union." 
» Much of the book is taken up with a 
detailed documentation of this crime — 
. an industry-by-industry, blow-by-blow 
| account. Little of the information pre- 
- sented is new, but the sheer weight of it 
| is enough to induce apoplectic rage in 
_ the most benign Japanophile. The in- 
 dustries chiefly dealt with are steel, 
| machine tools, textiles, TV sets, au- 
-tomobiles, electronics and computers, 
and the account of “unethical, state-di- 
|. rected economic aggression” in these in- 
` dustries reads like a recipe for opting 
| out of the human race. 
Occasionally one is moved to won- 
| der how the Japanese have got away 
| with it all. Their plot to dump steel in 
| the US, for example, involved falsifying 
| the country of origin on customs dec- 
larations, but the falsifiers slipped up on 
| the details. Steel purporting to come 
| from Canada was stamped in kilograms, 
| not pounds; and steel from Mexico was 
= unaccountably marked with Japanese 
characters. One imagines the US cus- 
toms officers rolling about on the wharfs 
_ with laughter, but no, they were livid at 
| this Oriental cunning, and at the threat 
. it posed to the US position as “leader of 
the Western alliance." It is a relief to 
-. know that alliance leaders can recognise 
_ Japanese characters. 
| Wolfs main credentials for writing 
| this book are that he “lived and worked 
| inthe Far East for several years," and at 
. one point he advises us that “unless you 
— have learned the Japanese language . . . 
| you will never know what [a Japanese] 
- speaker means," even if you are sup- 
| plied with an interpreter, so one is en- 
| titled to assume that Wolf speaks the lan- 
al e well. It is therefore puzzling to 
| fin 
E names and personal names in the 
ook misspelt. For instance, Wolf intro- 
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nd so many of the Japanese words, 


Bus, 

| Pots squawking at kettles . 
" he Japanese Conspiracy: Their Plot to Dominate Industry World-Wide, and 
How to Deal with it by Marvin J. Wolf. New English Library, London. £2.95 


duces us three times to "Japan's most in- 
fluential businessman," and gets his 
name wrong every time. 

Intending visitors to Japan might like 
to know that there is no park called 
Hibaya, no prefecture called Shizuioka, 
no district called Ochanamizu, and that 
referring to “shogun Tokugawa” is 
exactly like calling the reigning British 
monarch *Queen Windsor." None of 
these errors and misspellings brings on a 
bad taste in the mouth, however; only a 
niggling whisper between the ears. 

The second bad taste derives from 
Wolf's grim documentation of the fail- 
ings of Japanese society as a whole, par- 
ticularly its discrimination against part- 
time workers, women, Koreans and the 
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machines: 





uter-controlled unethical. 
burakumin — the “untouchable” caste 
that one is forever being told are a part 
of Japan’s history, but which so few 
modern Japanese people seem willing 
to mention, let alone touch. 


nce again, most ef this material has 

been made familiar already by such 
books as Satoshi Kamata’s Japan in the 
Passing Lane, and it is the relentless pil- 
ing up of it between two soft covers that 
sparks first horror, and then anger. 
Here, for example, are Kinokuniya 
bookstore’s guidelines for hiring female 
employees: “Don’t hire divorced 
women, women who live alone in apart- 
ments, wives of writers or teachers or 
women who wear glasses. At all costs, 
avoid hiring ugly women.” One is 
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clearly dealing here not with opting out 
of the human race, but with forcible 
ejections. .-i::« 

An alert read*r will be wondering 
what the connection is between “Miti’s 
shadowy conspirators," whom Wolf 
wishes were “consigned to history's 
trash heap,” and the social failings de- 
tailed in other parts of his book. The 
answer is that both are Evil, which 
brings us to the third bad taste. The Ja- 
panese are a “feudal” people who man- 
ifest “arrogance, self-righteousness" 
and “racism,” so what could provide. a 
more stirring contrast than modest, 
freedom-loving Americans? 

Nothing, concludes Wolf, and so he 
regales us with several: “Intel’s tall, 
lean, bearded director”; the US Em- 
bassy's spokesman, “tall and avuncular, 
a gentle, plain-spoken, middle-aged, 
bespectacled man,” and the representa- 
tive of Control Data Corp., “a tall, well- 
dressed Missourian with the stern, 
thoughtful mien of a minister.” It is cer- 
tainly impressive how tall Americans 
are, especially when you compare then 
with some of Wolf's Japanese cast: 
"tiny, wizened" Kamuro, for example, 
or Tsutomu Hoshino, whose “thick, 
rubbery features contorted as he 
laughed.” 

The American love of freedom is not 
only pitted against Oriental racism, but 
influences the work areas that Ameri- 
cans design for themselves — for in- 
stance, "California's spacious Santa 
Clara valley" where the “lawns are lit- 
tered with children's toys." Compare 
"the harsh overhead fluorescent lights 
of frugally furnished offices on the 
upper floors of Miti's ugly stone head- 


quarters . . . unappealing . . . stark... 


grimy” with “airless, dim corridors and 
cheap steel desks." What sort of human 
beings would create such environ- 
ments? Only the type whose rubbery 
features contort as they laugh. : 

And when they stop laughing and 
start to speak, not even a knowledge of 
their language is much use to the free- 
dom-loving listener. “In Japanese," 
Wolf tells us, *the verb is always placed 
at the end of the sentence, a syntax that 
can be artfully manipulated . . . The 
speaker . . . monitors the reactions of 
others present and at the very last mo- 
ment inserts the verb. The Japanese lan- 
guage allows him to speak from both 
sides of his mouth at the same time." So 
it is a good thing Americans stick their 
verbs bang in the middle of sentences. 
Quite a lot of Germans put theirs at the 
end, of course, and no one suggests that 
they are artful and manipulative, but 
Germans are not yellow, are they? And 
they are not a Peril. | 

Wolf's language — and his attitudes 
— remind one of Theodore White's | 
New York Times Magazine article, pub- | 
lished in August to commemorate the 
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40th anniversary of the end of the war. "5 
In it, White describes the decks of,the 


USS Missouri where the Japanese 
signed the instrument of surrender. The 
Japanese foreign minister limped, “but 
that brought him no sympathy from us,” 
though “some Americans more gener- 
ous than I brought him a chair to sit on.” 
Gen. Yoshijiro Umezu was there, too, 
“the brown pock marks on his cheeks 
swelling and falling as he clenched his 
jaws." 

These are obviously the same types 
who populate the grimy 'corridors of 
Miti — these pock-marked, jaw-clench- 
ing, feature-contorting, tiny, wizened 
racists who limp and do not deserve to 
sit down. Gen. MacArthur regarded 
them, according to White, as “errant lit- 
tle brown brothers who must be re- 
buked,” but then MacArthur had spent 
years fighting them, and he was tall and 
freedom-loving and American. 


|. anguage apart, there is a glaring in- 
consistency of thought in Wolf's ap- 
proach which neither he nor his editor 
seems anywhere to have recognised. In 
his chapter on “The Japanese Ethic,” 
Wolf goes out of his way to explain that 
"Japanese are not like Americans and 
Europeans in the way they perceive and 
react to events and ideas, nor do they 
neccessarily share the same sense of 
right and wrong." Why then, in later 
chapters, are they vilified for not behav- 
ing as “we” do? If “their definition of 
the ethics of free trade are not ours," 
why bemoan the arrival on American 
wharfs of Mexican steel stamped with 
Japanese characters? 

In fact, Wolf throughout plays the 
Japanese game, for it is precisely this 
“we are different and you don't under- 
stand us" ploy, together with accept- 
ance of it by willing obscurantists in the 
West, that has provided the Japanese 
with their chief defensive weapon in 
trade, as well as in other disputes. 

And so questions arise: how tall is 
Wolf, and do his features contort when 
he laughs, and where does he put his 
"erbs? His book, despite the promise of 
ts subtitle, offers no programme for ac- 
uon except the risible — that Miti 
should commit "administrative hara- 
kiri? — but in any case, the substantial 
rise in value of the yen together with the 
now much more public and apparently 
determined nature of the debate (the 
hardcover edition of Wolf's book was 
published in 1983) may have taken at 
least some of the wind out of the Japan- 
ese'conspiracy's grimy sails. 

What has not changed — if White's 
article is anything to go on — is the mor- 
bid spectacle that this type of journalism 
provides; an inability to see one's own 
failings reflected in the actions and at- 
titudes of others. The embodiment of 
this failing in ill-chosen language is pre- 
cisely what Wolf's book offers us — and 
it is a sad spectacle to contemplate; pots 
squawking at kettles. — Alan Booth 
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Deng; Dalian harbour: personnel and trade revolution. 


GUIDES 


Leaders and asses 


China Directory, 1986. Hadiopress, Tokyo. US$55. 


The Official Chinese Customs Guide 1985-86. General Office of the 
Customs General Administration of the People's Republic of China, Peking. 
No price given. 








his year's edition of the indispensable China-watcher's tool, the China Di- 

rectory, was favoured by the timing of its publication. It was fortunately 
able to include the numerous changes in Chinese state, party and military 
personnel disclosed at last autumn's extraordinary party conference in Pe- 

Published in Chinese characters, pinyin, English and Japanese in one vol- 
ume, the directory calls the changes made over the past few years a “personnel 
revolution.” j 

“Looking back, five years have already elapsed since China’s top leader 
Deng Xiaoping proposed at an enlarged meeting of the Political Bureau in 
August 1980 the abolition of the system of life-long tenure in leading posts. 
However, even with the latest personnel readjustments, it cannot be said that 
one of the major pillars of the ‘four modernisations’ programme, i.e., the 
promotion of young cadres, has been thoroughly accomplished,” writes Radio 
Press president Jiro Inagawa. j 

The People’s Daily has acknowledged that it is not easy to abolish the sys- 
tem of life-long tenure which has become deep-rooted in the leadership struc- 
ture, Inagawa notes. Future editions of the directory will make it possible to 
monitor the progress of the new leaders. 

The Official Chinese Customs Guide is, as usual, a fount of fascinating in- 
formation. We learn, among other things, that: asses may be imported into 
China free of customs duties as long as they are for improvement of the local 
breeds. Mules are charged at 20%, since they cannot reproduce. 

Human hair, washed or not, attracts a heavy duty. Rhinoceros horns — 
noted aphrodisiacs — are allowed into China at a low tariff, though ambergris, 
musk, bile and seahorses are charged more heavily. 

Flower buds suitable for bouquets attract a swingeing 60% (unless they are 
for improvement of strains, like the asses). Jerusalem artichokes and sago pith 
are also penalised. There is a 50% tax for provisionally preserved fruit, for in- 
stance in sulphur dioxide gas, in brine, in sulphur water, or in other preserva- 
tive solutions but fortunately unsuitable in that state for human consumption. 

Communion wafers must be paid for at 30% of their value. The pope might 


disapprove of this, but his ire would be further aroused to see that contracep- 


tives are admitted to China free of duty. — David Bonavia 
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By Car! Goldstein in Taipei 


P. n a potentially far-reaching develop- 
ment, the Central Bank of China 
(CBC) has opened the doors to large- 
scale investment in foreign capital mar- 
— kets by domestic investors. New rules 
| | announced by CBC on 24 December 
—] allow financial institutions, corpora- 
_ | tions and individuals to invest in foreign 
—] governments’ securities and bank finan- 
j^ | cialinstruments. The purchase of shares 
— | in private companies, however, will still 
| not be permitted. 
ET Until the change, only a handful 
| of foreign-exchange designated local 
- | banks had the privilege of investing in 
| US Treasury bonds (for example) or 
| other types of government securities, 
— | or foreign-bank time deposits. Without 
| the legal right to hold foreign exchange, 
—]- other financial institutions such as trust 
and insurance companies, as well as in- 
—] dividuals, had been barred from such in- 
— | vestments overseas. Under the new sys- 
_ | tem, three domestic banks — the Bank 
—] of Taiwan, the International Commer- 
—] cial Bank of China (ICBC), and the 
Central Trust of China — have been 
empowered to channel New Taiwan- 
dollar funds into foreign securities mar- 
| kets, effective immediately (REVIEW, 9 
ESI Jan.). 
E The move came as a “welcome shock 
| to the financial community," in the 
— | words of a local banker. Taiwan's finan- 
| | cial authorities have traditionally been 
- | cautious about reform, resulting in a 
f slow pace of change — which, critics 
E | say, is insufficiently mindful of serious 
| underlying weaknesses in the financial 
system. The new move represents a 
major step in the internationalisation of 
Taiwan’s capital markets. 
The abruptness of the change of po- 
— | licy was all the more striking as, accord- 
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ing to sources, it came just days after the 
central bank had rejected a Securities 
and Exchange Commission proposal to 
allow the establishment of a unit trust or 
mutual fund for domestic investors 
which would invest in overseas com- 
pany: shares. Reportedly, the reason 
given for turning down the proposal was 
concern that the fund would simply in- 
vest in government securities, precisely 
as CBC's new policy now permits. 

Although institutional rivalry was 
probably part of the story, the turn- 
around had Taipei's rumour-prone fi- 
nancial community looking for political 
explanations. One gaining relatively 
wide currency was that President 
Chiang Ching-kuo had directed Premier 
Yu Kuo-hwa to make significant finan- 
cial reforms before the Kuomintang 
plenum scheduled for late March, when 
a major cabinet shakeup — possi- 
bly including the premier's seat — is ex- 
pected to take place. 

Financial analysts saw the change 
primarily as a response to rising concern 
over Taiwan's massive trade surplus and 
foreign-exchange reserves. (REVIEW, 
19 Dee.. 85). CBC's foreign-exchange 
holdings are believed to have exceeded 
US$22 billion by the end of 1985, while 
the trade surplus for the year totalled 
US$10.6 billion. 

With the central bank and foreign- 
exchange designated banks (which hold 
an estimated US$5 billion in addition to 
CBC's reserves) unable to contain the 
flood of dollars, the result has been an 
alarming rise in the money supply. Fi- 
nance authorities have been able to sup- 
press the inflationary pressures inherent 
in such a situation so far, but there has 
still been a tremendous increase in bank 
deposits. The latest statistics show that 
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MARTYN GREEN 


Taiwan seeks outlets for its burgeoning reserves 


Turning the capital tide 


deposits of all monetary institutions at 
the end of November stood 24% above 
the previous year, while lending had 
risen only 6%. 

With banks swimming in excess 
funds, many banks have actually been 
refusing new deposits in recent weeks, 
as low interest rates and government-set 
reserve requirements have put heavy 
pressure on their profitability. One 
hope behind CBC's new policy is to 
drain off some of the excess liquidity in 
the banking system by providing a new 
and attractive channel for local-cur- 
rency funds. 

In a separate but related develop- 
ment, International Investment Trust 
Co. (IIT) on 4 January formally 
launched Taiwan's first unit trust to be 
aimed at domestic investors. The 
Taipei-listed fund was to have an initial 
subscription of NT$1 billion (US$25.1 
million), drawn from local institutiona’ 
investors. 


he new fund was seen to have a dual 

purpose. As the first professionally 
managed investment vehicle on the 
Taipei stock exchange, it represented a 
new stage in the development of the 
local stockmarket, which has suffered 
from the short-term speculative. ap- 
proach of many local investors and 
weak research by brokers. At the same 
time, the fund looked well-positioned to 
provide an additional outlet for some of 
the idle funds swamping the banking 
system. 

Altogether, CBC's new ruling on 
foreign-securities investment was a 
striking departure from past practice. 
For the first time, a large number of po- 
tential investors would be Werimitiód th 
use local-currency holdings to purchase 
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Yu; exports: reforms to ease surplus of reserves. 


foreign securities and bank issues. Still, 
the plan included some significant re- 
strictions which may limit its immediate 
impact. Most troublesome was the mini- 
mum two-year wait before funds could 
be redeemed. Many investors may be 
reluctant to commit their funds for such 


a long period, given the dangers of 


foreign-exchange losses. So far, CBC is 
refusing to discuss the possibility of a 
secondary market for the foreign securi- 
ties, though this could conceivably 
change if the response by local investors 
were unexpectedly weak. 

In addition, the three administering 
banks had to apply to CBC for approval 
of each contract reached with their cus- 
tomers during an initial six-month trial 
period before they would be able to pur- 
chase the foreign exchange with which 
to buy the foreign securities. While ap- 
proval was supposed to be granted as a 
matter of course, the mechanism would 
give CBC officials the ability to step in if 
the outward flow became larger than 
they liked. A top central bank officer 
said no ceiling had been set. However, 
banking sources said they understood 
the authorities intended to keep the 
amount of funds involved under US$3 
billion during the first six months. 

The response to the opening of the 
new channels for foreign capital invest- 
ment has been muted so far, as potential 
investors wait for the three banks to set 
up the channels for placing new invest- 
ments. Nonetheless, the potential mar- 
ket would appear to be immense. “A lot 
of people are sitting on piles of money, 
waiting for something to do with it,” 
said C. C. Chen. a senior vice-president 
at ICBC. The manager of a foreign bank 
branch in Taipei said he had been ap- 
proached by à major trust company in- 
terested in placing up to US$200 million 
through the new investment channels. 

The biggest selling point was likely to 
be the differential between local and 
overseas (particularly US) interest 


rates, Domestic rates have been driven 
down by the rapid growth of the money 


supply. 


The government-controlled 
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level was lowered four times last year, 
so that a one-year time deposit now 
brings only 6.25%. A US Treasury note 
for a similar term, however, currently 
offers about 8.25%. Deutschemark and 
yen rates, though less than US-dollar 
rates, are also more attractive than local 
rates. 

Potential investors will have to bal- 
ance this factor against exchange-rate 
risks. With their investments locked 
into place for at least two years, a signi- 
ficant rise in the value of the NT dollar 
in relation to other currencies could eat 
into profits made from higher overseas 
interest rates. 

Although the NT dollar is loosely 
pegged to the US dollar, it has been 
under strong upward pressure in recent 
months as a result of the country's bur- 
geoning reserves. The central bank has 
been intervening actively in the local 
foreign-exchange market to slow its 
rise. After reaching its low of 
NT$40.55:US$1 last August, the local 
currency had risen to NT$39.74 by 10 
January, despite CBC's best efforts. 
Most observers think the rise will con- 
tinue. 


Or effect of the late-December an- 
nouncement by CBC has been to set 
off a rush among foreign banks and fund 
managers hoping to gain a role in handl- 
ing a potentially huge amount of funds. 
"A lot of people are chasing that money 
already," said the local representative 
of one of the competitors. Several spe- 
cialists from New York have made hur- 
ried trips to Taipei to make presenta- 
tions to ICBC, the Bank of Taiwan and 
Central Trust, which will be handling 
the funds. Foreign banks are hoping to 
either manage the funds on behalf of 
any of the three institutions or else act as 
advisers to prospective investors. 
Major questions remained about the 
mechanics of the funds’ administration. 
And this is likely to affect the impact of 
the change in the Taiwan capital mar- 
kets. Although CBC is permitting indi- 
vidual investors to participate as well, 














practically speaking this will be difficult 
until some type of mutual funds are set 
up to accommodate them. Officers from 
the three banks told the REVIEW they 
were actively considering various 
mechanisms, but that for at least the 
first couple of months, the focus of their 


efforts would be local financial institu- 


tions. 

IIT, a joint venture between domes- 
tic and foreign financial institutions; 
which more than two years ago set up 
the first fund for indirect investment in 
the local stockmarket for foreign invest- 
ors, had received approval in principle 
for its new fund last May (REVIEW, 6 
June °85). But a combination of 
bureaucratic delays and unfavourable 
market conditions the bottom of a 
year-long decline in the market was not 
reached until August — resulted in a 
delay of more than half a year. 

In the event, however, the timing 
proved propitious. The market has been 
on the upswing since then, with con- 
tinued good prospects due to an expect- 
ed mild recovery this year from 1985's 
disappointing economic performance. 
The huge amounts of idle funds in the 
banking system have also contributed to 
an upsurge in investor interest in the 
stockmarket, Daily trading volumes 
have been running at high levels, aver- 
aging about NT$1.6 billion in recent 
weeks. 

Thus, the initial NT$1 billion sub- 
scription to the new unit trust (called the 
First Securities Investment Trust Fund) 
was quickly spoken for. Bureaucratic 
delays in approving fund transfers at 
some of the participating banks resulted 
in only NT$300 million being received 
by IIT in time for the launch. However, 
the remainder of the sum was expected 
to be placed with little delay. 

The Ministry of Finance has already 
granted IIT approval to accept subserip- 
tions of up to NTS2 billion. Outgoing 
president of IIT, Robin Hall, said he ex- 
pected the fund to be able to expand 
considerably bevond that point even- 
tually. 
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By Louise do. Rosario in Peking 







n “ough n 
major cor 


iations over the prices of 
i ponents for € hina | 
r plant h 
| agreement. 





ave con- 





cluded with between 


Chinese | repre entatives and foreign 


suppliers ~ General Electric Cx (GEC) 
of Britain and. Framatome > of France 
— thus allowing constructi on:work to 
go ahead. The plant, to be located to 











the northeast of Hongkong, is now sche- 
-duled to be completed by 1992, a year 


later than originally planned. 

Chinese officials were jubilant over 
their "achievement" in getting a sub- 
stantial cut from the original prices 
quoted for the two most expensive 
items, the n irbines and the nuclear reac- 
tors. "We've been able to reduce the 
billion to 
' Peng Shilu, vice-minis- 
ter of the Chinese Ministry of Water Re- 
sources and Electric Power, told the 
REVIEW. “We allow foreign companies 
to make some money, but not too 
much." 

Revised prices for GEC's. tur- 
bines and Framatome's two 900-mW 
pressurised-water reactors | for the 
; 800-mW plant, China's largest joint 

enture, are. estimated to be £250 mil- 
lion (US$363.4 million) and US$700 mil- 


lion, respectively. E uc de France 


won the contract to handle the overall 


| China' S Daya Bay nuclear planti is all set to go abad ` a, l 


value is not known, Letters of intent are | 
scheduled to be signed in March, and - 


the final éontracts six months after that. 


. The tug-of-war on prices between - 

foreign and Chinese parties, particularly 
in the past one to two years, was a clas- - 
sic example of how China tries to win ` 
on paper) - 






the best possible deal (at lea: 
for itself; sometimes at the expense of 
time and money incurfed by delays. The 
Daya Bay plant was originally 





duled to start running in time to meet 


plants. 


the peak summer electricity demand of 
Hongkong in 1991, by which time pre- 
sent installed or plan 
pected to be fully utilised. The territory 
is committed to take 70% of the new 
plant’s output, with much of this at a 
price: promised to be no more tha” 


that of power generated by. coal- fire 





The + Gua igdong - Nüclear Power 
Joint Venture Co., the joint vehicle for 
the US$3.5-4 billion. project, is 75% 
owned by the Guangdong Nuclear In- 
vestment Co. (GNIC) and 25% by 
Hongkong. Nuclear Investment Co. 
(HKNIC), a subsidiary of Hongkong's 
larger power utility, China Light & 
Power (CLP). 

Observers are doubtful about China 
having really won a bargain by spending 
years to negotiate, in view of revised 





engineering. Besten but the contract | contracts covering specifications differ- 





Hedging on collateral 


Peking balks at guarantees for Pingshuo mine 


he Daya Bay nuclear plant, China's 

largest energy joint venture, has sec- 
ured long-term, low interest-rate loans 
for most of its foreign-exchange needs. 
Attention has now swung to the financ- 
ing of the country's second-largest joint- 
venture energy project, the Pingshuo 
coal mine in Shanxi. The foreign part- 
ner in this project is a subsidiary of Occi- 
dental Petroleum Corp. (Oxy). : 

Of the estimated US$650 million re- 
quired for the project, US$50 million 


' will be raised locally to cover infrastruc- 


tural expenses — wages, land costs and 
other local expenditures — U S$200 mil- 
lion in export credits, and US$400 mil- 
lion in commercial loans. 

In putting together the US$400 mil- 


| lion loan package — the largest foreign, | 


commercial syndicated loan for the 
country to date — foreign bankers are 
venturing into an area that has largely 
remained untested in China: limited-re- 


course project financing. In this case, | 





| 
| 
| 
|i 


| cord of all foreign investments in Chin; 


security for the loans will be confined | 
largely to the assets and cashflow of the. 


mine itself. China's limited foreign boi 
rowings, which amounted to US$3 bi. 
lion early last year according to Finance 


Minister Wang. Binggian, are mostly - 


bonds, soft loans and export credits. 
The small number of project-financ- 


ing deals so far arranged are on a full-re- | 


course basis with 100% or near-100% 


guarantee from the Bank of China 
(BoC) and other Chinese Government . 


entities. The borrowers are usually 


hotel joint ventures because they have 


the best foreign-exchange earnings re- 


= 






China’s | contract With Dy to devel 


Pingshuo w was  coneluded in. May 1985 

| after almost five years of negotiations. | 

Oxy’ s Lang d 'Share, originally: en- 
b was reduced to 








50% 


sehe- | 


ed capacity is ex- - 
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ent from those of the original proposals 
— and allowing for inflation and higher 
interest rates. Prices quoted for the 
Framatome reactors and GEC turbines 
in 1983 were US$523 million and 
US$295 million, spectively. “In 
China, sometimes it's more important 
to make a deal appear right [with the 
right bargaining tactics] than to get it 
done,” one source commented. 

Memoranda on the final price ac- 
cords were signed in late December 
1985 and in early January after discus- 
sions which have dragged on since the 
late 1970s. The Chinese had threatened 
to resort to other suppliers, and there 
Was a temporary stalemate in talks in 
October 1985. A last-minute interven- 
tion by senior British and French offi- 
cials who flew to Peking around Christ- 
mas appeared to have sealed the pact. 

 Memoranda on export credits to fi~ 

nance the deals followed immediately, 
with Britain's Export Credits Guaran- 
tee Department (ECGD) and France's 
Coface agreeing to provide the Bank of 
China (BoC) with long-term, fixed-in- 
terest loans for the purchase, respec- 
lively, of GEC and Framatome pro- 
ducts. 

The loans, covering 8576 of the con- 
tract values, will probably be in sterling 


BoC), the China National Coal Deve- 
lopment Corp. and the China Interna- 
tional Trust and Investment Corp. ac- 
count for 75% of the shareholding. 


Fe banks have been busily engag- 
ed for the past 18 months in working 
towards finalising the financial arrange- 
ments, but *another three or four 
months are still needed before it is 
ready," said one banking source. Lead- 
ing a consortium of about 30 banks for 
the syndicated loan are Bank of 
America, Royal Bank of Canada, Cred- 
it Lyonnais and Industrial Bank of 
Japan. “About 95% of the discussion of 
the loan revolved around the ‘what ifs.’ 
Terms like interest rates and repay- 
ment, in contrast, constitute only a 
small part,” said the source. 
Bankers are finding it hard to assess 
the economic viability of China’s largest 
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for the British contract and francs for 
the French one as interest rates for the 
dollar are now high, sources say. The re- 
payment period is 15 years and interest 
rate iS 9.85%, the current consensus 
rate of the OECD for official export 
credits. The rate is to be reviewed soon 
but China has been promised that 
whichever way interest rates move, it 
will not go above 9.85% for this project. 


idland Bank, appointed by the Bri- 
tish Government as the paying agent, 
will soon form a consortium of nine or 
10 British banks to arrange both the ex- 
port credit and the remaining 15% of 
the GEC contract value at competitive 
commercial rates. Banque Nationale de 
Paris is doing the same with French 
banks for the Framatome contract. 
Both consortia are expected to for- 
malise financing arrangements with the 
BoC by the end of January. 

One source said China spent months 
pushing first for low financing costs and 
then for reduced prices for the turbines 
and the reactors. Using the BoC and not 
the joint-venture firm as the borrower, 
China had thought the project would 
quality for soft loans or a consensus rate 
lower than what it finally won. *It took 
the. Chinese some time to realise that 





BUR. 
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coal-mine project whose main foreign- 
exchange earnings will come from coal 
exports. Coal prices have been falling 
from US$52 a tonne in 1982 to around 
US$40 recently. Of Pingshuo's esti- 
mated 11.9 million tonnes of clean-coal 
output a year, 9.4 million tonnes will be 
exported. The China National Coal Im- 
port-Export Corp. has agreed to buy all 
the unexported coal at a price based on 
prices in the region. But what if coal 
prices continue to fall — a distinct possi- 
bility if oil prices weaken substantially? 
“There'll be certain support from some 
Chinese entities even after the mine 
construction," said one banker involved, 
but he has refused to reveal from where 
the support will come. 

Analysts say the whole lending exer- 
cise has been rendered unnecessarily 
complicated and expensive by opting 
for limited-recourse loans. It. would 


| the 


| suggested to Framatome that a price re- 











| really 


the consensus rate was much firmer 

than they had anticipated. They then 

started to concentrate negotiation on 

the equipment prices about a year ago,” 

said the source. 

Peking used a carrot and a stick im 
bargaining. The Chinese had 


duction would help the firm win the next 
scheduled nuclear-plant project in 
Sunan, near Shanghai. Meanwhile, they 
also invited Kraftwerk Union (KWU) 
of West Germany to submit a proposal 
on Daya Bay. “But they were never 
seriously considering 
suppliers. We heard nothing more after 
submitting the proposal,” said a KWU 
official. Although France is still far from 


securing the Sunan contract, it did man- 1 
| age to win the bonus of supplying the 


Daya Bay plant with the core of 
uranium required for the first three 
years of operation. 

The US$300 million equity GNIC is 
committed to raise will all be in renmin- 
bi. Building of the transmission lines, 
estimated to cost almost US$900 mil- 
lion, is likely to be undertaken by 
Chinese labour with local materials. A 
high local-financing ratio, analysts 
suggest, will help:to make cost calcula- 
tion more flexible as wages, land prices 
and other local expenses are largely 
arbitrary, dictated as they are by the 
Chinese authorities, not market forces. 

HKNIC, which is required to come 
up with 25% of the equity, or US$100 
million, raised HK$500 million 
(US$64.1 million) in June 1985 with the 
issuance of bills of exchange guaranteed 
by the Hongkong Government. The re- 
maining HK$300 million will come from 


HKNIC's parent firm, CLP. ü 





have been much simpler had the BoC 
been willing to extend a full guarantee 
or to act as a borrower on behalf of the 
joint-venture firm as is the case with the 


Daya Bay plant. “It'll also be much bet- | " 


ter if the BoC and Oxy each takes up 
50% of the guarantee," said one source. 
In adopting this new financing ap- 


proach, China is attempting to reduce - 


its direct borrowing obligations and to 
share it with the foreign partner. From 
the Chinese viewpoint, this makes sense 
since the BoC cannot go on guarantee- 


ing all large-scale projects. It has to | 


look for alternative financing methods. 
Trying an experiment on a venture that 
will be exposed to uncertain market 
prices, however, may not be wise. 
Without a clear-cut obligation from 
Chinese partners to extend a full 
guarantee, participating foreign banks 
are likely to ask for stricter financial 
conditions to lessen their risks. Mean- 
while, China aiso is bound by a coal- 
purchase agreement. “In assuming an 
indirect and not a direct financial re- 
sponsibility, China may end up losing 
on both ends," noted one observer. 
— Louise do Rosario 
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3y Philip Bowring in Hongkong 


T he Ka Wah Bank bubble, long kept 
Í inflated by faith, public relations 
and libel writs, has burst. Shareholders 
in the medium-sized Hongkong bank, 
intil now controlled by the Low family 
E erre are likely to see their 
ares written down to a fraction of 
heir current nominal value. This comes 
; the Peking-owned China Interna- 
io Bol Trust and Investment Corp. 
(C Citic) moves in to support Ka Wah's 
alance-sheet, which has been gradu- 
ally subsiding under the weight of 
. doubtful loans to Singapore and Malay- 
sian borrowers. 

Bu few things are certain in the af- 
fairs of Ka Wah whose bloodline runs 
rough the same augean Southeast 
B stable as Overseas Trust Bank 
(OTB) and Hang Lung Bank, both of 
which had to be rescued from insol- 
\ en y by the Hongkong Government. 
Hongkong’s banking commission, 
which long described press attention 
piven to warning signs of financial trou- 

e at Ka Wah as “irresponsible,” is un- 
k / to sleep easily until all the details 
of Ka Wah's recapitalisation have been 


| y F Robert Cottrell in Singapore 
, he collapse of Singapore's property 
in narket appears to have squeezed 
Great Pacific Finance (GPF), Ka Wah’s 
Sins gapore deposit-taking associate, be- 
ween a probable fall in the market 
value of its heavy property investments, 
and a decline in the quality of the prop- 
" ' portfolio. 
GPF is 30% owned by Ka Wah 
B jar lk, 27.5% directly by immediate 
nbers of the Low family, with the 
bal lance held almost entirely by interests 
associated with the family of the late 
Tan Lark Sye, formerly a director of 
l "apore' s Oversca-Chinese Banking 
Corp. (OCBC). GPF's directors include 
Tan Eng Wah, Tan Eng Chee, Tan Eng 
ing and Tan Eng Chin. The Tan family 
ure also substantial shareholders in Asia 
eneral Holdings, an insurance and 
») rop rty group owned by families and 
foundations associated with OCBC. 
| Blow family is represented on the 
` board by Low Chung Song, Low 
an Seng, and (until 1984) Low Chang 


-GPF's balance-sheet multiplied dur- 
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liher domino wobbles 


Peking is poised to rescue Hongkong’s Ka Wah Bank 


1 ng. g the boom which preceded Singa- 
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finalised. On 8 January Ka Wah an- 
nounced that agreement had , been 
reached in principle on Citic acquiring 
control through a capital injection. Al- 
though this was confirmed in Peking, a 
Citic official was quoted as saying that 
no specifics had been agreed on and Ka 
Wah was yet to put forward a detailed 
proposal. 

One outstanding problem may com- 
plicate matters further: Ka Wah Bank 
and one of the Low brothers are the sub- 
ject of a writ from Intercontinental 
Housing Development (IHD), a quoted 
company recently sold by Ka Wah-re- 
lated interests. IHD, whose new chair- 
man is Ngai Shiu-kit, a Hongkong 
Legislative Councillor and chairman of 
the Chinese Manufacturers’ Associa- 
tion, 
fiduciary duty involving HK$127 mil- 
lion (US$16.3 million). 

Citic has been brought into the res- 
cue party because the groups which 
were supposed to be helping Ka Wah 
out of its troubles have evidently de- 
cided the bank’s problems are much 
worse than they had supposed, and are 


Southern exposure 


‘a Wah’ s Singapore property investments suffer 


pore’s property crash. Its equity leapt 
from S$6 million (US$2.8 million) at 
end-1980, to S$44 million at end-1982. 
Gross assets rose six-fold over the same 
period, from S$44 million to $$243 mil- 
lion. As the boom subsided, gross assets 
continued to rise, to S$284 million at 
end-1984, while equity was little 
changed at S$45 million. 

The 1984 balance-sheet was an un- 
usual one for a finance company, how- 
ever, in that GPF's equity was effec- 
tively invested wholly in fixed assets, 
valued on the balance-sheet at S$44.8 
million. This heavy commitment would 
tend to limit flexibility at the best of 
times. And to judge from GPF's 1984 
accounts (the latest available) the best 
was by then long past. Having raised 
profits from S$700,000 to $$3.8 million 
in 1982, GPF dropped back to S$3.2 
million in 1983, and just S$16,782 in 
1984. Doubtful-debt ` provisions rose 
from S$1.46 million in 1983 to $$3.3 mil- 
lion in 1984, while the loan portfolio 
shrank from S$157. 9 million to $$123.6 
million. 


GPF s profit decline andi its out-of- 
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alleges fraud and breach of 


ing*in. The intermediary in the Cit of 
talks is believed to be Bank of East Asia 
general manager and Basic Law Draft- 
ing Committee vice-chairman David Li 
Kwok-po, who h% helped Ka Wah in 
the past and whose subsidiary, East 
Asia Warburg, is currently its financial 
adviser. 
The Citic deal supersedes Ka Wah’s 
2 December announcement that its 
shares were to be suspended pending a 
capital restructuring under which 
Kaihin Enterprises (a company jointly 
owned by Singapore interests and China 
Hwa Jian, a Peking-controlled com- 
pany) and AMEV, a Dutch insurance 
group which has a link with Ka Wah’s 
insurance subsidiary, were to take up to 
a 49% stake in the bank (REVIEW, 12 
Dec. 85). 





Tan: concern over obligation. — 


kilter balance-sheet are attributable 
mainly to its investment in a subsidiary 
called Airport Industrial Building 
(AIB), developer and owner of a 
warehouse near Singapore’s Changi 
Airport. GPF owns 52.5% of AIB. In 
June 1985 the balance was held 40% by 
Asean Resources of Hongkong, and. 
7.5% by long-time Low partner Sentosa 
Amidjojo, an Indonesian also known as 
Jo Hui Tek and Yang Hui Tek. 


IB was formed in 1981 to buy a par- 

cel of land from Singapore's Urban 
Redevelopment. Authority (URA), on 
which to build the warehouse. In 1983, 
it borrowed S$15 million from Charter- 
ed Bank to help meet an estimated pro- 
ject cost of S$47 million. AIB's end- 
1984 accounts show a loss for the year 
of $$1.53 million, equity of S$13.5 mil- 
lion, and a $$42.5 million valuation at 
cost of the development. No provi- 
sion against the property has been 
made, or recommended by auditors, 
though general indices show most 
Singapore property values to have fall- 
en by a third to a half since late 1981, 
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It was no coincidence that Ka Wah's 
2 December announcement and suspen- 
sion came on the same day that the 
Singapore and Malaysian stockmarkets 
closed in an attempt Que damage to 
the collapse of 
the publicly quoted Pan-Electric Indus- 
tries. Tan Koon Swan, the Malaysian 
politician who is a major shareholder in 
Pan-Electric and whose corporate deal- 
ings helped precipitate the Singapore- 
Malaysia market crisis, is a long-time 
Low associate, and an exacerbating fac- 
tor in Ka Wah’s current problems. 
Exactly how much money Tan and 
his associated companies owe Ka Wah is 
not clear. But loans to Malaysia and 
Singapore are believed to account for a 
substantial proportion of Ka Wah’s loan 
book, -which at end-1984 totalled 


HK$3.2 billion. Even Peking's China 


| Ka Wah Bank: doubtful loans. 


The Lows were also among the big 
customers at the URA's 1980 land auc- 
tions. Premier Realty, incorporated 
that year, bought a S$51 million piece of 
land on which to build a mixed shopping 
and residential development called 
"Riverwalk Galleria." Premier's board 
initially comprised Tan Eng Sing — also 
then a director of the publicly quoted 
United Pulp and Paper (UPP), as well 
as managing director of GPF — as Pre- 
mier's managing director; Low Chan 
Hian; Chan Hong Saik (also a UPP di- 


| rector); Sentosa Amidjojo (later to in- 


vest in AIB); Francis Yeoh Sock Ping; 
Tan Koon Swan (who now heads the 


. Malaysian Chinese Association, and 
» whose share dealings helped close the 





Singapore market in December); Quek 
Teck Huat, and Tong Kok Chai. Low 
Chung Song joined the board two 
months after his fellow directors, in De- 
cember 1980. 

Premier's parent company was, and 
remains, the Hongkong-registered 
Singapore Resources (owned 65% by 
the’ Lows and Tan Eng Sing), which in 
June 1985 held 59% of Premier's shares. 
Minority shareholders included Sentosa 


i 








Daily noted that its problems were due 
to "overlending to companies in South- 
east Asian countries." At any rate pro- 
visions seem likely to wipe out most of 
the HK$530 million net worth as report- 
ed at end-1984. 


nalysts may ask what business a 
medium-sized "local" bank with a 
sizable branch network and heavy re- 
tail advertising has lending such a large 
part of Hongkong depositors' funds out- 
side the territory. But this has clearly 
not worried Hongkong's supervisory 
authority in the past. Nor, apparently, 
has lending to Tan and associates, even 
though the Low brothers' personal busi- 
ness links with Tan in Singapore are 
well-documented in company and land 
office records in Hongkong and Singa- 
pore which are known to have been seen 
by the Hongkong au- 
thorities a long time 
ago. Tan is, forinstance, 
co-director with Low 
Chung Song of the Sin- 
gapore property deve- 
loper Premier Realty, 
and was a director of the 
company which bought 
and leased back six 
floors of Ka Wah’s 
Hongkong headquarters 
building in 1979. 
Concern about the 
extent of Tan's possible 
obligations to Ka Wah 


Amidjojo with 11%, 
and Tan Koon Swan 
with 5.4%. 

In January 1983, Pre- 
mier borrowed  S$60 
million to finance River- 
walk from a syndicate of institutions 
led by the government-controlled 
Development Bank of Singapore, Bank 
of Tokyo, and Chartered Bank. In 
1984, like many other Singapore 
developers, it sought and obtained 
from the URA a three-year morator- 
ium on payment of the S$18 million of 
the land-purchase price still outstand- 


ing. 


B: end-1984, according to Premier's 
latest accounts, the development 
had cost S$66.8 million. Long-term 
liabilities of S$47 million included the 
URA balance and S$28 million drawn 
on the syndicate facility. The company's 
equity, after an accumulated loss of 
$$8.26 million, stood in the accounts at 
S$16.7 million — though this would 
have been all but wiped out if the S$15.5 
million of financing charges attributable 
to Riverwalk had been charged as an ex- 
pense. Instead, in line with standard ac- 
counting convention, financing charges 
were capitalised by Premier as part of 
Riverwalk's book valuation. 
Premier does not look likely to have 
suffered quite so severely as AIB from 
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was strong enough to reverse a modest 
New Year rally in Singapore stock | 
prices. On 10 and 11 January, the Straits — 
Times Industrial Index dropped 446 | 


d 








and 2.37 points respectively, after am | 
unbroken 32.57-point (5.396) rise inthe | 











preceding four trading sessions. Brok- — s 


ers said that if Ka Wah was about to call 
loans made to Tan or guaranteed by - 


him, Tan might find it harder to follow | 

through on his undertakings to injecta | 
further S$20 million (US$9.4) into Pan- | 
Electric, and to assume and cover Pan- - 
Electric's obligations in respect of a 
series of forward stock purchase con- T 


tracts. 
For Citic, it may be Ka Wah's Overt 
seas Chinese links which are the attrac- 


tion. The China Daily noted that Ka ~ i 


Wah was “one of the three Hongkong ^ 


banks which attract funds from Over- — 
— though it seems to - 


seas Chinese" 
have loaned a lot more than it received 
from that source. 


It is not clear what the Bank of China | 


(BoC), which has been helping to prop 


up Ka Wah since mid-1985 through in- 


terbank lines, thinks of the Citic in- 


volvement. Some suggest it would make f 


more sense for one of the BoC sister 
banks to absorb Ka Wah. “If Citic really 
wants a bank of its own in Hongkong to 
be independent of BoC, there are 

others available which would involve 
less investment risk for Citic.” Others 

wonder whether Ka Wah's difficultiesin 
recovering some Malaysian loans might 


general market trends: progress pay- 
ments of S$24 million recorded in the 
1984 accounts indicate some successful 
pre-selling. But in general, local flat 
values are some 30% lower now than in 
late 1980. Premier also said it planned to 
retain some shoppingsspace in the deve- 
lopment. Shop prices in Singapore have 
declined by up to two-thirds since the 
end of 1980. 

Premier managing director Tan Eng © 
Sing is a key figure in Ocean Front ^ 
(OF), set up in 1981 to build a "con- 
dominium housing estate" in Singapore - 
called Bayshore Park. OF's shareholder : 


register for June 1984 features another f 
appearance by Asean Resources, hold: | 


ing 42% , while Lake Park, a Hongkong- 


registered company initially headquar- — 
tered in the Ka Wah Bank Building d E 
rid | 


later moved across the road to Wo 

Trade Building), held 47.3%. The 
minority is divided between Jo Hui Tek - 
(Sentosa Amidjojo), and Tong Kok © 
Chai, both also on Premier’s board. — - 


OF's initial work on Bayshore has | 


been financed mainly by a S$70 million 
loan granted on 29 August by Bank of | 
America, Citibank, Singapore Finance 
and the Lows’ Great Pacific Finance. 
Notes to the mortgage deed which se- 
cures the loan suggest that Bayshore is 
substantially pre-sold. OF's 1983 ac- 
counts indicated a total cost for the pro- 
ject of S$260 million. 
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Pexacerbited by communist Chines 
ownership, 

“If Tan's misfortunes are the im- 
mediate occasion of. Ka Wah's prob- 
. lems, they are not the only ofe’. Trouble 
— first publicly hit in June 1985 in the wake 
of the OTB collapse. Several second- 
line banks suffered big withdrawals in 
the subsequent week, and Ka Wah 
turned for a “lifeboat” credit line to the 
Hongkong and Shanghai ‘Banking 
! Corp. (HSBC) and the BoC. At the time 
there were the usual official assurances 
that the problem was just one of liquid- 
ity and that the bank was sound and 
Properly managed. Hongkong Bank- 
ing Commissioner Robert Fell said 
hi s own office had audited. Ka Wah's 
books in May. HSBC presumably made 
its own scrutiny before extending the 
- Hongkong’ s then secretary for 
monetary affairs, Douglas Blye, blamed 
th pe ress for spreading rumours about 
Jah. The government has since 
tl then not acknowledged that in the case 
" Ka Wah, as of OTB and Hang Lung 
e Bie: either it was lying, thereby caus- 
i ing ø loss to outside shareholders who be- 


committee of financial institutions 
in Singapore says that growth of the 
[ ES s financial sector will continue 
BS slow “if Singapore does not demon- 
dm 'ate a capacity to anticipate and adapt 
to changes in the external environ- 
ment." The group's report, submitted 
on 8 January to a special government 
c ommission set up to analyse Singa- 
pore's economy, *says that Singapore 
ha is good infrastructure, location, and 
political stability. 

. But, says the report, in order for the 
fir inancial sector to benefit fully from 
D lose advantages, the government 
eds to make significant changes in the 
lo | ial tax structure and regulatory envi- 
ronment. It says that cash-rich govern- 
m ent institutions should release funds 
) back to the private sector; that the cost 
E ions business in Singapore should 
e reduced, and that there is a local 
sh shortage of highly skilled personnel. 

= The Report of the Subcommittee on 
Janking and Financial Services.is one of 
às ries of specialist briefs prepared for 
> 12-member special economic com- 
m ission set up in February 1985 under 
Lee Hsien Loong, son of Prime Minister 
Le e Kuan Yew. The commission is not 
t Bound to incorporate the subcommit- 
tees recommendations when it pro- 
es its own final report, now due in 
y: Ebr 

bp Lhe banking and finance subcom- 
am ttee, chaired by Alan Ng, deputy 
chairman of Singapore's United Over- 
seas Bank, calls for cheaper business 
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positors to unnecessary risk, or its 
“supervision” was so lax as to be worth- 
less. 

A further dimension of doubt about 
the lifeboat exercise concerns whetheret 
was, as HSBC claimed at the time, an 
entirely commercial transaction, or 
whether HSBC was effectively act- 
ing as the Hongkong Government's 
agent by making available to Ka: Wah 
money from the government's own ac- 
counts at HSBC. Both the government 
and HSBC declined to comment on 
whose money was used, though the col- 
lapse of OTB must already Have forced 
senior monetary officials to consider 
using government money to tide banks 
over difficulties, rather than simply re- 
scuing them after a collapse. If the Ka 
Wah loan facility was indeed backed 
by government money, the conceal- 
ment of this fact may again have given 
investors a misleading impression of Ka 
Wah's commercial creditworthiness. 

The OTB affair hit all smaller local 
banks, but Ka Wah in particular — and 
with good reason. As much as Ka Wah 
or the Hongkong Government) en- 


The art of deregulation 


S Singapore urged to free up its financial sector 


costs, including lower 3| 
taxes, utility charges and £ 
lower payments to the 
Central Provident Fund 
(CPF), Singapore's com- 
pulsory employee-savings 
scheme, echo those al- 
ready made by other local 
businessmen and some 
politicians. The govern- 
ment looks likely to meet 
these requests, at least in 
part, as it struggles to res- 
cue Singapore’s economy 
from a 1.7% contraction 
in real gross domestic 
product in 1985, and 
an officially projected 
zero growth rate in 
1986. 

On 10 January, Acting 
Labour Minister Lee Yock 
Suan told parliament that 
the government had now 
decided that employers’ 
contributions to the CPF would be re- 
duced from the current rate of 25% of 
wages; and that the government was 
also considering paying market interest 
rates on CPF savings, ending the pre- 
sent fixed-rate system. 

The bankers’ report notes that finan- 
cial services was Singapore’s second 
fastest-growing industry — after con- 
struction — in 1980-84, and now contri- 
bute a fifth of local GDP, roughly equal 
to the contributions from manufac- 
turing, commerce and transport/com- 
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Wy dows di i ahas ween 
the’ Lows and OTB (and before chat 
with Hang Lung), these were well 
enough documented (REVIEW, 13 Oct. 
'83 and 20 June.85).. The Lows were 
close both’ to OYB founder, the late 
Chang Ming Thien and his family, and 
to Kang Kock Seng, Chang's right-hand 
man in Malaysia and former boss of 
United Malayan Banking Corp.. ' 






Ithough there is little apparent direct 

connection between the OTB col- 
lapse and the: problems of Ka Wah, sev- 
eral major and often complex deals 
have involved parties close to both of 
them, as well as to Tan and Multi-Pur- 
pose Holdings (MPH ).:Another related 
failure was that of Goodyear Investors 
and its deposit-taking assoctate Ad- 
vance Finance. One of these, in fact, in- 
volved IHD. Goodyear had owned 
IHD, sold it to MPH which then sold it 
to Territorial Development, a company 
controlled by Quek Teck Huat, one of 
the Lows’ partners in Premier Realty. 
IHD, whose: principal asset is an office 
building in Tsimshatsui, was sold last 
year in a deal which is now the subject of 


munications. But it also notes that the 
sector's growth rate has been steadily 
declining, from an average 13.2% annu- 
ally in 1980-84, to 10.5% in the first 
quarter of 1984, and to 
3.8% year-on-year in the 
first quarter of 1985. 

The bankers say that 
Singapore, though “a 
sophisticated offshore 
banking centre,” has not 
yet broken through to be- 
come an “international fi- 
nancial centre,” and that it 
faces major structural ad- 
justments if it is to con- 
tinue developing. In parti- 
cular, say the bankers, 
Singapore must face up to 
the challenges presented 
by deregulation of other fi- 
nancial centres, and. its 
markets must respond to 
"securitisation" the 
worldwide shift away from 
straight bank lending to- 
wards the use of negoti- 
able debt instruments. 

The bankers target five 
major X constraints | to 
growth in Singapore, including its tax 
system. They say that corporate and 
personal tax rates should be reduced to 
20-25%. The standard rate of corporate 
tax is currently 40%. They say the pre- 
sent local tax code has several important 
incongruities which need correction: 
offshore income should not be taxed 
when remitted to Singapore, both to en- 
courage businessmen to remit income, 
and to conduct third-country trade from 
Singapore using local banks; interest 
paid in. Singapore Bern "not: be tans 
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Quek and others. 

` Another of the Lows’ SIEI AR as- 
sotiates, ‘Tan Eng Sing, has also re- 
cently disposed of control of a Hong- 
kong-quoted company, Asean Re- 
sources (AR), to Datuk Yap Sing Hock. 
AR was taken over by Tan Eng Sing in 
1977 who. proceeded to sell its main 
asset, a building then under construc- 
tion, partly to Ka Wah. This became Ka 
Wah’ sheadquarters. —— 

AR expanded rapidly during 1980- 
81, making several property acquisi- 
tions, mostly from_private companies 
connected to Tan Eng Sing. 'the Lows 
and two private companies which were 
large Ka Wah shareholders, First Mer- 
chant Credit and Oberton. The acquisi- 
tion from Oberton, of rights to acquire 
a property in return for shares, re- 
mains a bit of a mystery. The shares 
were issued but the property — Asean 
House in Hongkong's Wanchai Dis- 
trict — remains unfinished as the de- 
veloper went bust even though Ober- 
ton was supposed to finance the deve- 
lopment and a "licensed bank" (be- 
lieved to be Ka Wah) had provided a 


ed; and Singapore-based fund man- 
agers should not pay trading profits 
tax. — 

The report says that forced and tax- 
exempt savings schemes 
operated by the govern- 
ment's CPF and Post Of- 
fice Savings Bank (POSB) 
have inhibited private cap- 
ital formation, and that 
CPF and POSB deposits 
will soon surpass the sum 
of those held with banks 
and finance houses in 
Singapore. It says that the 
cost of doing business in 
Singapore, another con- 
straint, should be cut 
through lower tax, CPF 
and utility rates. 

The time has also 
come, say the bankers, for 
a change in Singapore's 
regulatory environment. 
The report, apparently 
written before the closure 
of the Singapore stock- 
market in early Decem- 
ber, praises local reg- 
ulators for ensuring “a 
sound and stable financial system.” 

Nonetheless, it says, regulations 
should be “flexibly administered,” and 
that “while prudent control of the finan- 
cial-services sector should continue, the 
time has come for a more development- 
al, regulatory approach.” 

The final constraint cited by the 
bankers is a shortage of skilled man- 
power. They say this should be tackled 

y establishing a banking school in 
pep giving a double tax deduc- 
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The new owner, Yap, who says he 
holds about 30% of AR, is a newcomer 
to public companies. He emerged last 
year from relative obscurity as a private 
developer in Johor to become the 
largest shareholder in Kuala Lumpur- 
listed Peak Hua Industries which in turn 
had been Lien Hoe Industries before 
being taken over by Peak Hua Hold- 
ings, an offshoot of the Perak Malaysian 
Chinese Association, in 1983. Peak Hua 
had not been doing too well before Yap 
arrived to buy his stake from Peak Hua 
Holdings. It has announced a M$61 mil- 
lion (US$25.1 million) rights issue and 
sold land to Muda Holdings. 

The problems at Peak Hua have not 
daunted Yap from gearing up. His AR 
acquisition, he says, is partly bank financ- 
ed. And despite a none-too-rosy prop- 
erty and share portfolio, it is already ex- 
panding. It is paying HK$200 million to 
buy the commercial part of Hongkong's 
Elizabeth House from the Inchcape 
Group through a company named Asean 
Square. It will own 50%, the rest being 
held by unnamed Malaysian investors. 
More gearing is in the works. Oo 


tax concessions to key expatriates. 

Easing these constraints, say the 
bankers, should open up the way to 
major new financial-sector growth. 
They identify several areas 
which they believe growth 
could develop and should 
be achieved. Fund man- 
agement, they say, could 
blossom with a more sym- 
pathetic tax structure, par- 
ticularly if the government 
were willing to parcel out 
CPF funds to private man- 
agement. They say mana- 
gers in Hongkong, the 
present Southeast Asian 
centre, have now accumu- 
lated about US$10 billion 
of funds. 

The bankers say that 
the government could help 
develop specific financial 
markets in Singapore by 
putting more of its own 
business through them. 
They suggest that the 
Monetary Authority of 
Singapore, one of the 
world’s biggest money- 
market operators, should put more 
of its foreign exchange business 
through the local market instead of 
dealing overseas. They say that local 
capital markets would grow if govern- 
ment ministries and statutory bodies 
used them to raise money by issuing 
Singapore-dollar debt instruments at 
market rates. Withholding tax should 
also be abolished, they say, enabling 
overseas investors to be paid untax- 
ed AUTE on jue securities. 
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More action, — 
more talk 


The US is still dissatisfied with c 
Japanese concessions * ; 


By Charles Smith in Tokyo 


Fo the second year running, | 
Japanese and US governments hi 
done their best to kick off the New Yea | 
with a "positive" move on the bilateral- 
trade front designed to pre-empt e 
tectionist action by congress. But 1 
tions from a group of congressmen, ' W 
happened to be in Tokyo at the time th 
joint action was unveiled, suggest tl t 
US politicians are determined not to b bx e 
impressed by anything that Japan Ba 
do to resolve the trade issue, short o fa 
major reduction in the size of the imbz " 
ance. 4 
The device used to head off congres- 
sional action on the trade problem at the - 
start of 1985 was the “market-oriented, 
sector-selective [MOSS] exercise" in 
which President Reagan and Pri e 
Minister Nakasone pledged themselves 
to launch "meaningful" negotii 
on access to the Japanese mark 
for US products in four key areas. 
One year later, Japan's Foreign Minis 
try has done its best to bring down 
the curtain on what it claims is the 
successful conclusion of the MOSS ! 
talks. j 
The US authorities seem to have 
balked at issuing a formal "winding up 
statement as Japan had original | 
wanted. However, a joint communique e 
released at the conclusion of talks in 
Washington between Foreign Minister 
Shintaro Abe and Secretary of Sta er 
George Shultz summed up progres 
to date and indicated that from now 
on the talks would move into a “new " 
stage.’ ‘= 
This, in the Japanese view, is tan- 
tamount to confirming that the objec 
tives set out in the original MOSS pro- 
gramme have been achieved. 7 
To do justice to the efforts of bot 
sides, the intensive series of negotia 
tions held throughout 1985 on four s 
tors — telecommunications and broad 
casting, electronics, pharmaceutic: 
and lumber — seem to have made consi- 
derable progress. In the first of the fou: 
product areas, US (and other foreign) 
companies now enjoy what amounts tc 


be i 


manufacturers in the inspection and a 
proval of hardware items, while proce 
dures that might have blocked foreig 
access to the telecoms service-se om 
have been dismantled. 
Progress in the pharmaceuticals fie Id 
includes agreement by Japan to acce pt 
data for ne 
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DRE to Japan, nd a 
ber, where the US seems dis- 
ied with both the timing and extent 
panese tariff reductions. In the case 
lywood, however, a last-minute 
by Japan to cut tariffs by 30% over 
-year period at least, seems to have 
? a truce, with the Americans agre- 
to await results befere reopening 
tiations on further cuts. 

the equally sensitive area of 
munications satellites, American 
tiators say they will be watching 
nese behaviour, particularly with 
d to an application by a group 
ed by Sony Corp. for the import 
Operation of. American equip- 

















































> trouble dii the MOSS “achieve- 
ent" (as Japanese officials like to 
t) is that its impact on the actual 
le figures is likely to appear only 
ually — and, in the meantime, US 
ficials like the redoubtable Sen. John 
orth are crying out for "immediate 
ults." Danforth told an audience of 
reign journalists in Tokyo on the day 
"the Abe-Shultz announcement 
t he could see no connection be- 
n MOSS and the trade problems 
igress will be considering when it re- 
venes in February. He also indicated 
t he would. be surprised if congress 
d to pass protectionist legislation 
cted either explicitly or implicitly 
st Japan during the coming ess- 











nese trade officials take the view 
kind of * results" Danforth and 


ns short of emergency action to 
“the overall volume of Japanese 
s — which is still officially ruled 
is a means of solving trade dis- 


Buring the second half of 1986, the 


ined with recent market- -opening 
s, ought to be reflected in im- 
ved US exports, officials claim. But 
opening months of the year are seen 
Jangerous transition period for the 
issue, all the more so as congress 
iave relatively few other problems 
s mind when it reassembles after 
ristmas recess. | | 
pan is clearly hoping. that cordial 
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'agues are after are unlikely to- 
ble. in the first half of 1986 by 


preciation of the yen exchange rate, 








he time has come for the rest of the 
world to do itself, and Japan, a 
favour. It should tell the J: apanese that if 


| their trade surpluses continue, then the 


principles of free trade do not continue. 
If in the process, a few of the myths 


cherished by our free-trade theorists 


| 


lows more capital to be exported. 


have to be destroyed, then só much the 
better. 

The Japanese did not build their 
economy on the basis of free trade. 
They did'it by ruthlessly excluding all 
and any imports that threatened domes- 
tic industries, and by exporting the 
surplus out of these industries. They got 
to where they are today on the basis of 
other people's free trade. 

The theorists. say that today, all this 
has changed. Japan is now a mature 
economy committed to free-trade prin- 
ciples. No longer can it demand infant- 
industry protection for-its industries. 
Like the rest of us, it now has to operate 
on the basis of comparative advantage 
— they say. 

In other words, it has to buy cheap 
labour-intensive manufactures from the 
developing nations. And it has to ex- 
change sophisticated manufactures with 
the developed nations. If it does not, the 
trade surpluses will mount — and only 
the natural appreciation of the yen will 
solve the problem.. Meanwhile, the 
trade surpluses continue to mount, and 


preciation of the yen to quite absurd 
levels will solve the problem. 

What went wrong? The theorists ig- 
nored three points: 


» The Japanese have found a neat way : 


to prevent trade surpluses causing a 


severe appreciation of the yen: they ex- 


port the trade surpluses. The massive 


outflow of capital from Japan keeps the- 


yen permanently undervalued. This al- 
lows more exports of goods, which al- 
The 
theorists overlooked the existence of 
this destabilising cycle, partly. because 








they failed to foresee the budget-deficit | 
ae ginning to produce one or both. 


policies of US President Reagan: 


In this situation, the obvious solution 


is for Japan to impose an export tax, to 
the amount the yen is undervalued. In 


1982, just such a measure was put for- 


ward by a Ministry of Finance commit- 


tee, of which I was a member. It was 
vetoed by a very short-sighted Ministry | 
ships between top leaders (in- |. 
the famous Ron-Yasu relation- 
Il offset hostile moves by politi- 
n 1986 as in 1985; What no one | 
how much | ane, usd re- 


of International Trade and Industry, 


` however. 


» The Japanese economy may now be 
very mature. But the infant-industry ap- 
proach is still ingrained in the Japanese 


| mentality. They still take it for granted | |- 
a | that any industry in none: and a Sew, L 





shes as well n have politicalcon- 


nections, should be protected from the 
cruel blasts of foreign competitio Ro 


» Total removal of all protection would 
not cut the trade surpluses greatly, as” 
the Japanese like to point out. For there.” 
is yet another factor at work: namely; 
that the classical rules of comparative 
advantage no longer work. Take the- 


case of Japan itself. Through intensive 
automation, it can now beat even the 
developing nations in most labour-in- 
tensive manufacture. 









One proof is the pullback to J apan« of - 


many assembly-type ‘op 
farmed out to Southeast Asian coun- 


tries. Even in textiles, the Japanese now 


say they can hold their own much better 
than before. —.— . 

But the main proble | 
developed nations. 
Western Europe. In the 
should specialise in the production of 
those goods where it has some natural 
advantage, or where it happens to have 
had an early start. But what happens 
when one nation — Japan — has an ad- 
vantage in the production of almost all 






isin trade with 
ous US and 


_ leading-edge goods? . 


And what happens when, thanks to 
natural aggressiveness and skilful gov- 


ernment protection, that nation is also 
| guaranteed an early, or at least an 
| equal, start in the production of these 
it is clear that only the most unlikely ap- - 


goods? What happens is .a complete 


breakdown of free-trade principles. 


he theorists play with their classical 
models that say if Britain exports 








wool, then Portugal must export wine. 


But the J apanese say they should export 


| both wool and wine. The theorists say 
«that someone who tries to export too.) 
much runs into problems of i increasing ——— 
: costs. The Japanese reali 





that we live in a world of decreasing, not 


t increasing, costs. In other words, if Ja- 
| pan produces all the wool and all the | 
' wine, its production costs will be much 


lower than for someone who is just be- 


The Japanese obsession with market 
share, has some very practical under- 
pinnings. The more one produces and 
sells, the lower one's unit costs and the 


easier it is to produce and. sell even. 


more. In the process, one's competitors 


are conveniently wiped out. The Japan- 


ese may not have mous any brilliant 
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In this situation, the piecemeal ef- 
forts by the US and the EEC to restrict 
Japanese imports seem quite ineffec- 
tive. In a world of dgreasing rather 
than increasing costs, all imports are 
damaging. They strengthen the export- 
er and make it that much harder for 
one's Qwn producers to catch up. 

-An analogy is arm wrestling. Even if 
both wrestlers have equally strong arm 
muscles, if one begins the match with his 
hand slightly above that of the other, he 
will certainly win. The first wrestler uses 
his slight advantage to push harder. The 
more he pushes, the more the oppo- 
nent’s hand goes down and the easier it 
is for the first wrestler to apply more 
pressure. 

Similarly in trade, if Japan and the 
EEC have the same market size for, say, 
compact discs and Japan (thanks to an 
early start) is already exporting, say, 1 

. million units to the EEC, then halving 
. those imports to encourage European 




























Compact disc: the eliminators. 


producers will do no good. Compared 

ith Japan, the European producers 

„ill always have a smaller scale, and 
therefore higher costs. To allow them to 
get their costs down to Japanese levels, 
imports need totally to be excluded 
— as Japan once did with US com- 
puters. 

The argument that European pro- 
ducers need some competition from Ja- 
panese imports to stimulate them into 
efficient production is not true. As 
Japan first showed when it set out to 
protect its computer industry, competi- 
tion among domestic producers is quite 
adequate in most goods. 

Seen from Japan, an even larger 
problem is de-industrialisation. Econo- 
mic theory says that if Britain abandons 
its motorcycle industry to Japanese im- 
ports, this is good because it can now 
concentrate its resources in the car in- 
‘dustry. Or N europea aone sme papan, 
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does not matter, because it can now spe- 


| cialise in up-market goods such as 


video-cassette recorders (VCRs) or 
compact discs. 
As the Japanese could have told the 


 théorists long ago, it all works in re- 


verse. If Britain loses its motorcycle in- 
dustry, then its car industry becomes 
weaker, not stronger, because both 
were served by much the same techni- 
cians, parts suppliers, dealers and other 
staff and resources. If Europe abandons 
audio, it loses efficiency in producing 
certain items: say, the speakers needed 
for VCRs. An economy operates organ- 
ically, not mechanically. The loss of one 
organ weakens, not strengthens, the 
rest of the body — as the Japanese 
realised long ago. 


osanaan sets in, and it be- 
comes very hard to reverse the pro- 
cess. The Japanese now talk openly of 
the kudoka or hollowing out of man- 
ufacturing in the US and Europe. It is a 
sadly accurate description. 

Of course, it can be argued that all 
the manufacturing should be left to the 
Japanese, or anyone else willing to get 
their hands dirty in factory work. But 
can the West really survive just selling 
services to each other? And what hap- 
pens if the Japanese decide they want to 


€ The Japanese now talk 
openly of the kudoka or 
hollowing out of 
manufacturing in the US and 
Europe. It is a sadly accurate 
description. 


beat the West in the supply of services 
also? 

Curiously, the people who suffer 
most from all this in the long run are the 
Japanese themselves. In their obsession 
with exporting more and more manu- 
factures, they ignore vast areas of their 
domestic economy, including the ser- 
vice industries. Toyota may be making a 
lot of money. But as a result, a lot of 
people continue to live in poor housing 
and are still exploited by inefficient dis- 
tribution systems. 

For more than a century now, the Ja- 
panese have built up their economy on 
the basis of "export or perish." They 
have created an export machine without 
parallel. But to any outsider observer, it 
is obvious that Japan should now be 

aying a lot more attention to domestic 
industries — housing and urban infra- 
structure, in particular. The govern- 
ment cries poor, but it would quickly 
change its tune if a setback to the export 
industries deprived the economy of its 
current impetus. 

If only forthe sake of the long-suffer- 
ing Japanese worker and consumer, the 
rest of the world should deliver that set- 
bet — pne. 


A deep lode 
of losses 


Despite plentiful attention, " 
India's coal sector languishes — 









































By A Correspondent in Calcutta 


pos s vital coal sector has been the - 
i9: 
object of much attention and spendin; 
during recent years, with foreign e: A 
perts and highly sophisticated equip- - 
ment from abroad adding to some Rs 4€ "m 
billion (US$3.3 billion) spent since thi 
early 1970s. But the industry continues. 
to lose money — Rs 11 billion to date — 
despite frequent price rises. k 
The coal sector has been almost : 
overwhelmed with foreign interest: the | 
Soviet Union and Poland had a 
headstart, but the West. Euro eans, 
notably the British, French an West | 
Germans, are determined not to be lh left 
behind. Indeed, almost every high-level - 
visiting European delegation from East - 
or West makes it a point to sign a coal - 
agreement of some sort with India. ug 
There appears to be no end in rs 
for the losses, no matter how ofte 
prices are revised. And since coal re 
mains the basic source of c ‘ 
energy for the country, any increase in | 
its cost automatically means a cascading 
rise in other costs of production. The in- — 
dustry's loss is in part due to built-in - 
provisions in wage agreements, but the — 
major factor is stagnating productivo 
especially in underground mines. 
The huge investments in capité 
goods have apparently failed to pay off | i 
The main reason, according to G. be 
Tandon, the new chairman of the apex | 
body, Coal India Ltd (CIL), is ber " 
wrong choices were made with regard to ~ 
foreign technology, and equipment hag’ J 
been poorly maintained. Many expen- - 
sive imported machines have been out — 
of commission, because spare parts or - 
repair facilities are not available. a 
Indian coal-industry sources have — 
made no secret of their displeasure with | y 
the performance of some of the longae g^ 
machinery supplied by British e 
panies, brought in against tied cred 
The latest trend is to float global tender TS pa 
for such items. The process has been - 
helped by World Bank credits ad 
being offered for quite a few new and 
current coal projects. 
In terms of credit, the Soviet Unior 1 
has secured an unbeatable position with — 
Rs 1 billion commitment finalised dur- — 
ing Prime Minister Rajiv Gandhi's visit | 
to Moscow in June 1985. The West Ger- 4 
mans have recently promised Rs 5 bil- - 
lion. The British have made liberal pro- |. 
visions, and agreements for funds and/ — 
or assistance have been finalised with bs 
France, Poland, Czechoslovakia, Hun- | 
















pears ! se topeily all the 
p its ts has g got. Only recently did the | 
government decide to further reduce: 
IL’s production target for fiscal 1985- 
6 by 4 million tonnes tö 133-5. million 
onnes. The reason given for the move 
to liquidate the huge pithead stock, 
ich at one time was estimated to have 
ched the staggering figure of nearly 
milli 2.5 months’ normal 
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st recent Philippine Government 
fi estimates point to a decline of 
“o to P92.05 billion. (USS4.8 bil- 
) in the country's 1985 g gross domes- 
roduct, compared to a 4.51% re- 
t in 1984. This, according to the Na- 


pen ned demand- for “Philippine. ex- 


oss national product fell 3 
89.9 billion, after the previous year's 
op of 5.595, according to NEDA. 
umer spending — which generates 
arly three-quarters of. total real de- 
id — was virtually flat. With a popu- 
ion. growth of 2.5% during the year, 
il per capita E. shrank by | 
stimated 2.2% . 


Ke. X) 


T confidence reduced industrial | 


s ih E qu (dows n 27. 5% ) 
Ananufacturing (down 7.09» ^o). OF 
ne 20 industry groups in the NEDA 
only. five showed growth in gross 
added; tobacco manufactures, 
hing and printing, leather. pro- 
transport equipment and miscel- 
ous manufactures. E 
The growth sector y 1985 was ag- 
ilture, forestry and fishing, which 
a D» 


4 | up from a growth of 
oin 1984. 

tal merchandise. exports, accord- 
3. NEDA estimates, reached 
57 billion in. 1985 (at current 
down 4.8% from the. previous 


, while imports. were some P96.24 


62.6% and 21.495, respectively. 






nced by the limited interest in the 


3. billion in trade. ered g 





Despite the huge stockpile (part of- 


al NEDA), and pies Au- ! 


ad the austerity Du. that | 


95%, to 


crippled domestic sree one low 


27% increase in its contribu- 


The trade slow down was further evi- 
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a, lower by 9.3%. In 1984, exports | 
imports rose (at current peso terms) 


year. 


t "ge NOUEN c 
kind of coal. A thriving black market, 


allegedly master-minded by the “Dhan- 


bad mafia" (named after a Bihar town 
which is the hub of the coal trade), con- 
tinues to operate. The Coal Depart- 


ment blames the railways for not being , 


able to transport all the supplies prop- 
erly, a charge which the railways deny. 


Foreign involvement in the coal sec- 


tor is less, in absolute terms, than what 
China has gained in a much shorter 
time. But India’s plans are equally am- 
bitious. 















try's foreign-bank creditors for nearly 
20 months from October 1983, when the 
country declared a moratorium on debt 
repayments. Only US$1.5 billion had 
been utilised for imports by mid-De- 
cember, and about US$5-6 million for 


exports. 


Although registering : lower ea arnings, 
semiconductors and electronic micro- 
circuits remained the country's top ex- 
port nde i ning P18.09 billion in 
1985, down | by | 396 from the previous 
year's level. These items' share of total 
merchandise- -export revenues also fell, 


from 23.495 in 1984 to 21.496 in 1985. 


The decline in imports (at current 


peso terms) was traced to depressed 


business activity — the result of the gen- 
| came to P6.5 billion, with about P4.5 


eral contraction of the consumer mar- 
ket. Even with the drop in interest rates 
(which in early 1985 rose to nearly 
50% ), businesses hesitated to initiate or 
expand prod uction. 


"he general economic slowdown 
also pulled down real investment by 
14.875, with spending in construction 
and durable equipment contracting by 
17.5%. The bulk of the drag on fixed- 
capital formation was a 29.3% subsi- 
dence in private construction during the 
Government efforts to stimulate 
activity in the past two months, after 


Some of the new mines are 
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REVIEWDIAGRAM by. Andy Tang 


government negotiated with the coun- - 





' These projects : are b 


slated for 1986 





tensive, but until now things h 


gone too well for them. 


ave t 


A related prablem is the ever- rising" 
ash content of In@ian coal. The average. 
. Washing 


has come to some 25-28% 
facilities are inadequate ande expensive. 
Industries have been asked to.use spe- 
cial types of boilers that can take' such 
high ash levels, but the response has 
been weak and slow. The situation is 
particularly critical in coking coal, im- 
ports of which have become a regular 
feature SURE the past few years. 


securing approval fro 
increased budget defic 
late into dramatic gains. 

The 





rod billion for the year, 
with revenues 6 billion 





lor. a cata 
etic of P13 bil- 


‘increase in con- 


sumer prices in 1985 was 


estimated 
50.3% in 


at 23.1%, compared to 
1984. With two. elections 
|986 (the “snap” presidential 
and vice-présidential elections on 7 Feb- 
ruary and the regular polls for local offi- 








cials in late May) — businessmen are 


worried that govern ment spending may 
again ignite inflationary pressure and 
lead to tight credit; as occurred in late 
1984 and early 1985. In the first month 
of the campaign for the 7 February elec- 


tions, the national government had al-.. 


ready secured cash adv: ances. of.s 





P2.5 billion from the Central Ba ik 
the Philippines, bringing total credits 
outstanding to. P13.5 billion. Current 


interest rates are around 16-18% 
Total new investments in Stock cor- 
porations and partnerships during 1985 











billion placed in 595 enterprises already 
existing. Total. new paid-up capital in 
nearly 7,500 newly organised business 
ventures came to P2.07 billion, an in- 
crease of 80% over 1984. | 

Meanwhile, the local. cürrency. set- 
tled at P19:USSI at end-1985,. from 
P19.683:US$L at the beginning of that 
year, and after hovering at around 
P18.60:US$1 from March to Sep- 





tember. Independent economists pro-. 
ject, that the currency. will fall to. 


around P20.50: USSI in. 1986. 


n ‘the. IMF on an 
did not trans- - 


: government had 
planned expenditures of 
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*unchallenged authority! 


There is no doubt amongst leading top management as to which publication 
is considered the most authoritative in the region on coverage of Asian busi- 
ness affairs. It's the Far Eastern Economic Review by an overwhelming 
majority! 


* unparalleled coverage! 


No other publication iri Asia or anywhere for that matter provides such 
depth and breadth of coverage of events throughout the region. Don t just 
take our word for it. Ask the people you look up to and respect the most 
which publication they turn to for unparalleled coverage of Asian news. The 
overwhelming response will be the Far Eastern Economic Review! 


*unequalled performance! 


Since January of 1974, the Review has grown in size from just over 20,000 
copies per issue to its present circulation of more than 61,800 copies per 
Issue. 
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A growing number of advert: 


of this impre: 
yf adverti from 





ers have taken full advantage 
sive growth. Last year the Review carried 2,593 page: 
nearly 600 of the world's top corporations. 









Advertisers know beyond question that the Review reache 
centra ia’s most important people. And they know that 
tive advertising vehicle, its performance is unequalled. 
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Just push the button. The new Nikon L35AD2’s eleven automatic 
features make every shot a winning shot. | 

Autofocus and auto exposure for picture perfection. Auto 
pop-up flash, auto flash exposure and auto shutter lock to 
make sure you're never caught in the dark. 

Auto film speed set, auto film loading and auto film 
advance keep you ready for every shot. Plus auto film rewind and 
auto film rewind stop to close the game in winning style. 

Open the auto ready lens cover and the camera turns on; close 
and it protects your fine Nikon optical glass lens. 

With eleven unbeatable auto features plus Quartz 
Clock & Calendar that let you imprint date or time 
on your photos, the new Nikon L35AD2 makes win- 
ning photography easier than you ever imagined. 


NIPPON KOGAKU K.K. Fuji Bldg., 2-3, Marunouchi 3-chome, Chiyoda-ku, Tokyo 100, Japan 









e THE report on Singapore’ s future as 
a financial centre, prepared by the 
banking and finance subcommittee of 
t ecial economic commission which 
is looking at policy options for the coun- 
| try, is a beguiling blend of constructive 
— thought and naked self-interest. It will 
shock nobody, for instance, that a 14- 
member subcommittee with representa- 
. tives of six fully licensed and two mer- 
chant banks among its members thinks 
that there are already quite enough 
banks doing domestic business in Singa- 
| pore: that banks should be allowed to 
uy stockbrokers; that the stock ex- 
change should- introduce negotiated 
commissions; and that the government 
should busy itself privatising more local 
companies through stock exchange 
floats. 
| The bankers may be protesting, a lit- 
| tle too much, however, when they em- 
"ark upon a chapter entitled "Other key 
.ssues affecting growth," which, after a 
muttering or two about internationalis- 
ing — slightly — the Singapore dollar by 
.| abolishing withholding tax, reveals it- 
| self to be primarily a plea for the gov- 
ernment to prop up real-estate prices by 
cutting property taxes, freezing raw 
land supply and new project starts for 
five years, and extending from three to 
five years the moratorium already de- 


clared on payments outstanding from: 


previous government land sales. “The 
stability of the real-estate sector,” say 
the bankers in their weightiest, most 
EL voice, “has a fundamental 
earing on the banking and finance sec- 
tor as a whole." 
Well it does just at the moment, 
mainly because property prices have 


collapsed; because the banks have, 


ushed up real-estate and construction 
oans from less than 10% of their 
portfolios in 1980 to more 

han 20% now, helping 

‘eate the current prob- 
lems of oversupply, and 
because plenty of banks 
‘have been talked into ac- 
cepting as security proper- 
ties valued at 1981-82 peak 

- prices which are now ef- 
fectively unsaleable. 

. There are respectable 
arguments why stable real- 
estate prices would be 
good for Singapore. But 
helping out banks caught 
short is not necessarily one 
of them, and arguments 
for stability do have à 
habit of cropping up rather 
more frequently when 
prices are falling than 
when they are rising. No 

.| doubt a bottoming-out of 
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Self-service i in the financial sector 


pfoperty prices would be good for bank 
balance-sheets, and indeed for the 
career prospects of some of the repub- 
lic’s more recently active loan officers. 
But there seems to be some confusion 
here between ^the future of financial 
services," and the level of bank profits 
over the next couple of years. They are 
not quite the same thing — except to 
bankers. 

Not all of the subcommittee's recom- 
mendations are self-interest, of course. 
Some might be construed as closer to 
self-destructive. They invite the Monet- 
ary Authority of Singapore (MAS), 
Singapore's de facto central bank, to 
give the local financial markets a boost 
by dealing more at home and less 
overseas. The only problem here is 
that in most trades, one party makes a 
loss in order that the other makes a 
profit. 

The MAS is a very big, and by all ac- 
counts, very tough bruiser when it deals 
for profits. Let us say that the MAS, 
with its intimate knowledge and vast re- 
serves, decides to bring its full weight to 
bear, teeth sharpened, in Singapore. 
Who would like to be the first counter- 
party? 

The most potentially interesting. re- 
commendation in the financial services 
report has, in fact, very little to do with 
banking at all. It is that Singapore 
should set up an insurance market 
perhaps along the lines of Lloyd's of 
London. One necessary ingredient 
for such a market is assembling large 
numbers of rich individuals willing 
to put part of their fortune at a modest 
risk: there are surely many such in 
Asia. 

The other necessary ingredient is a 
corps of experienced, skilful and honest 
underwriting professionals to select and 

evaluate risks on be- 
half of their investors' 
syndicates. Even Lon- 
. don after 200 years in 
the business seems to 
be a bit short of these 
perappas, at least in the 
onesty department. 
A Singapore exchange 
would mean a lot of 
time, effort and low- 
key but effective super- 
vision: but it is a good 
idea, and well worth a 


try. 

e TAKE Cheung 
Kong chairman Li Ka- 
shing. Shaw Brothers 
chairman Sir Run-run 
Shaw, New World De- 
velopment chairman 
Cheng Yu-tung, and 
five other = rd 


less luminous tycoons; put them rouné a 
boardroom table, and what have yot 
got? ? 4 

The average reader will. probe id 
reply: “An unwieldy consariy 
formed at the peak of the Hongkon, 
property boom to keep a particularly 
speculative investment off everybo - 
balance-sheet." But times have 
changed. The assembled company is i 
fact the board of Suntec Investments, 
incorporated in Singapore in Octob er 
1985 with a paid-up capital of $$35 m 
lion (US$16.5 million). Company se 
tary Robert Wang says Suntec is looking 
for investment opportunities in Singap a 
and its neighbouring countries; director 
Frank Tsao Wen-king, chairman of Ir 1- 
ternational Maritime Carriers, says 
Suntec has its eye on China as well. It 
has, by one account, interviewed 206 
people in Singapore searching for a 
chief executive. 

While it may be slightly surprising n 
that Sun*^^'s backers have got togeths 
in the first place, it is still more surp e 
ing that they should have done it so pub- 
licly. Although the company's she res. 
are held by nominees, Li, Shaw et a 
have chosen to declare themselves di- 
rectly as its principals rather than usin 
a facade of representatives or employ- 
ees. m 

Li himself is said to have sniff 
round the Singapore property mai 
— and in particular Singapore La dx : 
Gateway development — last summ et, 
but not to have bought, presumab 
judging correctly that the market had 
lot more downside to come. Perhap 
Singapore stock and property prices ar 
now approaching the final stages di 
their descent to real bargain-base nt 
prices, and the consortium is position E 
ing itself in expectation. Perhaps, too, 
will offer itself as a partner to local fir ms 
who want to do China deals but lack th e 
Peking connections. m 

It is noteworthy that Suntec's boa 
does not include businessmen. be 
nent in the various Peking-linked quas 
political committees which now hon. 
eycomb Hongkong public life. They 
may thus feel less inhibited about be 
ing seen to export capital, and this per- 
haps is where Suntec's real significance 
lies. B 

During the crisis years of 1982-84 
was politically unthinkable for busin ess- 
men of Li's stature to visibly divert i in- 
vestment overseas. During 1985, Hong 
kong’s recovery made other coun i 
relatively unattractive. But Suntec — 
modest, conspicuous, and not too far 
from home — looks like an on-the-re-- 
cord statement of intent that oversea S. 
investment is high on Li and others” 
agenda for 1986. 














































































































































| Finer mesh in the tax net 
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_ New Indonesian reforms to boost revenue lack clarity 


a o» Paul Handley in Jakarta 


akarta saw in the New Year with two 
tax-reform packages the Finance 
[ Ministry hopes will be as successful as 
» previous reforms in boosting govern- 
| / ment revenue, a need which is becom- 
ing increasingly urgent as oil-export in- 
| come shrinks. The new packages also 
| serve to further streamline tax payment 
Bosque and widen the tax base to in- 
| clude earners in the lower economic 
| strata. 
| A handful of pre-independence 
property. wealth and road-tax ordi- 
nances as well as the “regional-develop- 
- ment contribution" known as Ipeda are 
melded into a single land and buildings 
tax. Collection responsibility lies with 
Y | regional authorities, and control over 
. the receipts will remain mostly at that 
bs: In addition, the stamp-duty law 
as been simplified, increasing and con- 
. Solidating stamp duties into two rates 
_ fora wide range of documents. 
The two measures follow the suc- 
cessful 1984 income-tax overhaul and 
. the implementation of a value-added 
~ tax (VAT), both of which have substan- 
| tially increased government revenues. 
- During the first half of this fiscal year 
| (ending 31 March), the VAT brought in 
an extra Rps 975 billion (US$870 mil- 






















































APOLOGY 


| | Malayan United Industries Group (MUI) 
t and Khoo Kay Peng 
| | In our issue of 12 December 1985 we pub- 
f lished several artigles dealing with the un- 
| precedented closure of the Singapore and 
uala Lumpur stockmarkets in the wake of 
the collapse of the Pan-Electric Group. We 
referred to the questionable nature of the 
dealings which have underpinned share 
prices in both centres and how Kuala Lum- 
ur faced a dramatic price collapse as tang- 
. | led share-trading trikes aimed at boosting 
- | prices artificially were unwound. 
‘i In the article headed Pan Electric shock 
|- pu Kuala Lumpur we stated that Khoo 
ay Peng's Malayan United Industries 
Group (MUI) was one of the control groups 
| which, in order to finance buy-backs and 
market-support operations, had borrowed 
| heavily from banks and from brokers with 
shares as collateral. It was further stated 
| | that because lending banks insisted on a 
| | basket of shares such control groups as MUI 
| were encouraged to form further cross- 
| holdings, complicating corporate relation- 
| | ships even more. 
į We have been assured that none of the 
| | companies in the MUI group has ever been 
|| involved in the questionable dealings, oper- 
ations or borrowings referred to in our arti- 
cles. We accept this assurance and unreser- 
vedly withdraw the allegations concerning 
= | MUI, and apologise to MUI and Mr Khoo 
| | Kay Peng for any embarrassment and in- 
| | convenience they have suffered. 





lion), the main source for an overall 
31.8% climb in non-oil related receipts. 
For fiscal 1986-87, the government pro- 
jects that the VAT will bring in Rps 2.1 
trillion, to counter the effects of drops in 
import duties and oil-related taxes. 

The tax on land and buildings covers 
a much wider base than the 1984 income 
tax. Buildings valued at more than Rps 
2 million and all land will be assessed at 
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Inner city: uncertain protection. 
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täteof0. 5% of the taxable valu Bree 
| conem Taxable vale was set i n | de- 
cision issued just after the law was pass- 
ed at 20% of the deemed sale value. 
However, under the law, the taxable 
value can be raised easily to as much as 
100% of the market value. 

The wide range of the law has come 
under some fire, but with the bottom 
level of sale values of land at Rps 33 a 
m2 and buildings at Rps 23,000 seer, 
taxpayers in the low-income levels wi! 
be paying only several hundred rupiah a 
year. At the upper income levels, prop- 
erty owners say at first glance the new 
law will cost them about the same as 
previous Ipeda taxes did. 

Difficulties arise in cities like Jakarta 
and Surabaya where prime office build- 
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An Indian silicon firm appears to have beaten foreign competitors 


By Mohan Ram in New Delhi 


Dp will join the exclusive club of 
high-purity silicon producers when a 
25-tonne a year plant based on a domes- 
tically developed process begins com- 
mercial production this month. Metkem 
Silicon, the private firm which runs the 
plant, claims it can produce ultra-pure 
electronic-grade silicon in sufficient 
quantities to meet India's needs. The 
government will have to evaluate Met- 
kem's claim before deciding if it should 
pursue its stalled plan for a National 
Silicon Facility (NSF) in the state sec- 
tor, using imported technology. 
Metkem is a wholly owned sub- 
sidiary of Mettur Chemicals, which 
began research on silicon 15 years ago 
and later worked with the country's 
premier laboratory, the Indian Insti- 
tute of Science in Bangalore. The basic 
process was developed at the institute, 
while engineering and development 
came from the firm. A pilot-scale pro- 


ject set up at Mettur in 1982 was ham- 


pered by power shortages for two years. 

In October 1984, polysilicon from 
Mettur passed a test programme ata US 
laboratory. But in the meantime, th 
Department of Electronics (DoE) hau 
completed negotiations with the US 
firm, Hemlock Semiconductors for 
transfer of technology for a 200-tonne a: 
year plant to be located at Baroda as the 
NSF at a cost of Rs 920 million (US$6.3 
million). This deal was criticised as, a 
case of obsolete technology being im- 
ported at a high price — while local 
technology already existed. Critics also 
said the necessary capacity could be set 
up for Rs 300 million and the Metki p 
product would be cheaper than the, 
1,100 a kg indicated by Hemlock. | 

Prime Minister Rajiv Gandhi inter- 
vened to have the Hemlock deal frozen 
for a year, so that Metkem could prove 
its capability. Metkem is going into pro- 
duction well within the March 1986 
deadline. 
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ings have been constructed next to in- |" 


tensely populated slums, drawing 
speculators and forcing up the slum land 
values. While officials have declared 
that no one will have to sell their land to 
pay the tax, there is quite a bit of uncer- 
tainty about how these slum dwellers 
will be protected. 

Another difficulty expected will 
focus on who decides the actual land 
and ouilding value. This, observers say, 
Is a perpetual problem anywhere, but in 
Indonesia could become the focus of 
negotiations with the government of- 
ficer involved in the assessment. Such 
negotiations, though, would hardly be 
any different from the negotiating style 
of tax officers who collected income, 
wealth and property taxes in previous 
years. This normally yields some per- 
sonal benefit for the officer. 

Tax analysts say the law is especially 
unclear as to who will actually be sub- 
ject to the tax; the law defines the sub- 
ject as "individuals or organisations that 
actually have certain rights over land, 
and/or obtain benefits from land, and/or 
possess, control, and/or obtain benefits 

om buildings." This, broadly inter- 

reted, could easily result in tenants 
being taxed on the property as well as 
owners, they say. 

The stamp-duty law erased several 
dozen categories of stamp duties, re- 
placing them with uniform Rps 500 and 
Rps 1,000 duties on documents above 
Rps 100,000 and Rps 1 million, respec- 
tively. Documents involving values 
below Rps 100,000 will no longer be 
taxed. oO 


The product has found acceptance 
with several public-sector undertakings. 
Bharat Electronics, which has already 
set up its space division, will use it to 
make space-quality solar cells for use on 
satellites. Bharat Heavy Electricals will 
use the silicon for solar panels, under an 
ambitious government-sponsored plan 
for alternative energy sources. 

Metkem claims that the purity of its 
oduct has been established beyond 
"ubt — one part per billion of boron 

and 0.5 part of phosphorous. The pro- 
cess uses a route most suited to India's 
climate, tetrachloride and hydrogen 
being the starting raw materials. The 
plant was indigenously designed and in- 
stalled in seven months. It is modular in 
cofistruction and additional capacity 
can be created at minimum cost and 
without delay. 

The DoE had justified the Hemlock 
deal on two counts: Metkem was not 
capable of meeting the country's de- 
mand, and that its technology was un- 
proven. But Metkem says it can raise 
production capacity to 200 million ton- 
nes by 1990. The technology it has de- 
veloped is now proven. And as for 
price, the Mettur silicon will be avail- 
able at Rs 750-900 a kg, compared to in- 
ternational prices of Rs 850-1,200. D 
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In search of prosperity 
"Mongolia hopes to raise productivity and save resources 


By Alan Sanders 


ongolia's leaders have decided that their task for the near future must be a. 
IW E concentrated effort to use the country's uptapped economic resources. - 
) end-1985 meetings of the Mongolian People's Revolutionary Party. 
(MPRP) Central Committee and the People's Great Hural (national assem- 
bly), Mongolian President Jambyn Batmonh made a provisional assessment — 


Duri 


of the achievements of the 1981-85 plan period. 


He claimed average annual increases over the five years of 7% for gross so- _ 


cial product, 6.4% for national income and 9% for gross industrial output. As 


for farming, he said only that average annual gross agricultural production in - 


1981-85 had been 18% higher than the annual average for 1976-80. 

Batmonh warned party officials at the central committee meeting the day 
before the Hural session that the key issues of economic policy were to raise 
labour productivity, reduce production costs and the prices of goods and ser- 


. vices, and to save fuel, power and raw materials. 


The latest Soviet trade statistics indicate that Mongolian imports of Soviet 
oil and petrol have been rising steadily, reaching Rbl 157.7 million (US$206.4 
million) in 1984, an increase of Rb! 18.4 million on the previous year. In value 
terms, this amounted to 15.5% of Mongolian imports from the Soviet Union 

DEDE 2 (80% of all Mongolian imports), 
though the cost was almost exactly 
offset by Mongolian exports to the 
| Soviet Union in that year of metal 

ores and concentrates (mainly cop- 
per, molybdenum and fluorspar). 

Vice-Premier Puntsagiyn Jas- 
ray, chairman of the State Planning 
Commission, told the Hural session 
that gross industrial production in 
1985 had risen by 6.6% over 1984 
(though an increase of 7.595 had 
been planned). Gross agricultural 
production had risen by 12.5%, he 
said. 
| — Jasray also reported progress on 
di 7 the social front: he said the country 
ene A 1 | now had an average 24 doctors and 

" 114 hospital beds fbr each 10,000 











homes, and the radio-relay line 
from the capital, Ulan Bator to 
Choybalsan in eastern Mongolia 
- MT had been completed. Projects for 
1986 include installation of another 40 TV relay stations in the countryside, a 
start on the building of a new radio-relay line (from Ulan Bator to Suhbaatar 


in the north) and preparations for a trolleybus service in the capital. The hous- 
ing target for 1986 is 204 million m2, which will provide flats for 34,000 


people. 

r Fesoni the 1986 budget, Finance Minister Demchigjavyn Molomjamts 
told the Hural that 39% of spending would go to improve the economy, and 
41% to social and cultural measures. A further break-down of budget figures 
indicates spending of some US$291.5 million on industrial development 
(about half from non-budgetary sources), and roughly half that sum on ag- 


 riculture. Defence spending, said to be “at last year's level,” is estimated at 
. US$208 million (13.5% of budget spending). 


.. . Following the signing of the Mongolian-Soviet long-term economic coope- 
ration agreement in August, by year-end there were two other main interna- 
tional economic agreements: Comecon's *comprehensive programme" of 


y Scientific and technical progress, and a Mongolian-Soviet protocol on the 
. coordination of five-year plans for 1986-90. 


The programme, signed by Comecon premiers in Moscow, specifically 
mentions efforts to accelerate Mongolia's economic development, to equal 


des that of the industrialised Comecon countries. Meanwhile, the plan coordina- 

tion protocol pledges aid for Mongolian economic development. 
A ee a e | 
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people; TV is available to 60% of 
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Hamish McDonald in Sydney 

. ustralian tin-mining companies have 
P been bracing themselves for the 
total collapse of the international price- 
support system. But some producers see 
a silver lining in falling prices and the in- 
‘creasingly likely removal of country 
production quotas. 

.. With quotas still operating (in Aus- 
ralia's case at the rate of 8,500 tonnes a 
ear) for the first quarter of the year. 
ind negotiations still continuing over 
he future of the International Tin 
Agreement, the industry is treading 
water by selling on the international 
‘grey market" which has sprung up as 
“suspension of regular trading in London 
.and Kuala Lumpur continues. 

But already, divergent financial cur- 
rents are being felt. None of the five 
large producers rely on tin for the bulk 
of their business. The largest producer, 

Renison Goldfields Consolidated 
“(RGC), is poised to expand production 
at its mine in Tasmania, once free of 
` quotas. The others seem likely to con- 
tract their tin output and expand other 
mineral and energy production. 
. . The losers are some 150 small pro- 
< ducers, generally individual prospectors 
or two-man partnerships, in Northern 
Queensland. They operating by filling 


y 


oil drums with tin ore from surface de- 






's collapse may have a silver lining for some Australian miners 


posits and leaving them at bush stores 
for collections by travelling tin-buyers. 
Most of this is shipped to the country's 


sole refiner, Associated Tin Smelters in 


Sydney, with small consignments at | 
times going to Singapore and mingl- | 


| ing with smuggled tin from Southeast 


pn-"-—»———-—X»—————— ———————————————— QA ( € A —— eR 


Asia. 

While tin is only a secondary busi- 
ness for many of these producers, some 
rely on it for their cash needs. Some of 
the small firms were encouraged by the 
high tin price, and the sudden jump in 
receipts from the 20% fall in the Austra- 
lian dollar early last year, to enter hire- 
purchase commitments for earth-mov- 
ing and ore-separation equipment. 
Many will thus struggle on. 

The larger producers see the high, 
pre-collapse prices as a thing of the past. 
Industry analysts see the metal's price 
settling at between £5,000 (US$7,194) 
and £6,000 a tonne if left unsupported. 

Left to market logic, this would force 
closure of high-cost producers, particu- 


larly gravel-pump and dredging opera- | 


tions in Malaysia and Thailand. Bolivia 
is expected to keep its high-cost tin min- 
ing on stream to earn desperately 
needed foreign exchange, but is close 
to exhausting its reserves. On the 
other hand, however, Brazil has the ca- 













One wild card for Australia is deve-: 
lopment of China's large hard-rock tin: 
mine at Da Chang. According to Syd- 
ney-based consulting geologist Camillo 
Premoli of International Mineral Re- 
search, who recently visited Dà Chang, 
Chinese officials are keen to export to 
markets such as Japan and ths. 
"There is the political liability of bad 
feeling in Malaysia and Bolivia, but 
they can live with that easily," Premoli 
said. | | 

Premoli and other industry analysts, 
such as Christopher Buckle of Sydney 
stockbrokers Ord Minnett, see RGC 
emerging well from the tighter com- 
petition. Owned 49% by Britain's Con- 
solidated Gold Fields, and 51% by 
Australian investors, the mining house 


owns extensive high-grade reserves at 


its Renison mine in Zeehan, Tas- 


mania. 

U nder the tight quota system, output 
of concentrates was curbed'to 2,900 

tonnes of tin content in the year to 30 


| June 1985, about half capacity. Tin cc 


tributed A$8.7 million (US$6 million). ... 
pre-tax profit of A$19.95 million. That 
was a sharp switch from the previous 
year's contribution of A$14.3 million, 
when it saved the group from an overall 
loss and brought the pre-tax profit up to 
A$8.2 million. | 

Buckle points out that declining pro- 
duction in the early 1980s brought sharp 
rises in unit cost of production, put at 
171% over two years. "Operating costs, 
we believe, would fall considerably if 





the mine w was able to run at full capa- 


~ city,” he said. RGC marketing director 
Bill Murphy said the company would 
indeed raise output if quotas were lift- 
ed. 

Whether or not RGC is given more 
space on international markets — it is 
currently having its concentrates re- 

fined in Malaysia and then selling the 
| al itself in "match-making" deals 
» € by the smelters (REVIEW, 2 Jan.) 

— it will almost certainly have more 
room at home. 

The country's second- -largest tin 
miner, Aberfoyle, will close its nearly 
_ exhausted Cleveland mine in Tasmania 
at mid-vear and appears likely to close 
its second mine at Ardlethan in New 


1 million tons 10 million tons 


Tonnage 
Clustered on the left indicate a serious ore reserve 
Faros: Biter aera: Minero Federn Ele Sydney. 
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duce ore throughput by half 


100 million tons 
ano e uana Der pan MOM d DONOR, Some of the Bolivian deposits 


South Wales in 1987. The company will 
then work on its existing Que River zinc 
mine, and may open its potentially rich 
silver-lead-zinc-gold mine at Hellver. 


converting the existing processing plant | 
| COSI 


at nearby Cleveland. Aberfovle's tin 
production was 1,264 tonnes in its latest 
year (ended June 1985). 

Third-ranking producer Green- 
bushes Tin (GT) said last month it was 
immediately shifting to higher grades at 
its mine 250 km south of Perth to re- 
while 
sull keeping tin-content output at 
around 334 tonnes a vear. The com- 
pany laid off about 25% of its 214 
staff for six months, pending the open- 
ing of other mining plants. 

GT — like two Alan 
Bond group firms, Met- 
als Exploration 


produce about 300 ton- 
nes a year) — is depen- 
dent on tin for only a 
minor portion of” re- 
venue and earnings. 


and | 


Oakbridge (which also | 


About 5095 of GT's re- | 


venue of A$20.1 mil- 
lion in 1984-85 came 


from production of tan- | 


talum — a rare metal 
used in capacitors, 
semiconductors and 
other high-technology 
devices — and about 
15% from sales of 
lithium, used in spe- 
cial glasses and 
ceramics. 


Tantalum prices 
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| 
| 
l 
| 
| 


have fallen with the | 

ductor output, fal TNR to ae S$20-26 
in December from US$30 some mi 
earlier, and down from US$120 

the early 1980s. A drastic cut in E 
alluvial tin. miming m Malay 
would remove up to 25% of world 
talum supply, produced as a by-pro 
from Malaysian tin slags. Likewise, s 
Buckle. a cutback in high-cost tin dr 
ing would curb supplies of othe 
earth by-products such as tlmenit 
con and monazite. 

As well as helping GT, this 
also tend to benefit RGC, Aa 
biggest mineral- sands pr 
which earned pre-tax profit. 
million on sales of A$89.5 mi 
its operations in Western Au: 

Florida. Many analvsts thus s 

price collapse as having at w 

tral effect on the two compa 

ings, and possibly in time à 
impact. Both companies’ sh 

have received a moderate mar 
since the 24 October tin crisis ie 
down from  Á$5.50 to A$ 
Greenbushes from 87 A cents to % 
cents. 

With this in mind, the Austri 
Government 1s taking a passive ro 
the International Tin Council d 
From self-interest, it is opposed t 
further buffer stock operatipns, bu: 
be highly sensitive to suggestions fro 
Malaysia and Thailand for foreign«pe 
licy reasons. Its position as a small pro 
ducer also encourages a fence-sittin 
approach. “There is no question ab 
it, we will not be taking any initiatives, 
said one official in Canberra. 
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F Robert Cottrell in Singapore 


A sies may be partly to blame for 
FA the financial crisis triggered among 
S Singapore stockbrokers by the collapse 

-Pan-Electric Industries, Finance 
Minister Richard Hu told Singapore’s 
parliament on 10 January. 

- Hu, who was introducing a new 
£ curities Industry Bill, designed to 
tighten regulation of the local stockmar- 
k et by giving powers over it to the 
Monetary Authority of Singapore 
(N AAS), the republic's quasi-central 
bank, took the opportunity to deliver a 
tatement onthe Pan-Electric affair. He 
said that the bill might have been intro- 
duced earlier, in time to-forestall the 
Pan- -Electric debacle, but that the gov- 
ei nment had been reluctant to *ram it 
through" in the face of objections from 
“the stockbroking community. 

— The Pan-Electric collapse threaten- 
local stockbrokers’ solvency be- 
cau e the decline of its own and related 
_ companies’ share prices meant that 
some brokers could no longer afford 
d honour forward contracts to buy 
arge blocks of shares. The stock ex- 
aC ‘hange closed from 2-4 December while 
brokers and four local banks worked 
out a S$180 million (US$84.9 million) 

“lifeboat” loan to guarantee brokers’ 
ol obligations. Hu said that brokers’ out- 
standing forward contracts total about 
E 500 million, of which $$140 million 
represented exposure to Pan-Electric 
and its associates. 

. The contracts, some of which are 
b eing disputed bythe brokers involved, 
a re due to expire during the next six 
nonths. Tan Koon Swan, the Malaysian 


Es t he Pan-Electric affair, has assumed re- 
sp onsibility for Pan-Electric's own obli- 
gations, though analysts are unsure of 


n 


how much money Tan himself can pro- 
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E ‘Singapore introduces a bill to regulate the stockmarket ae 


op olitician whose dealings are central to 
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Hu: investigation under way. 





duce. Tan failed to meet a 14 January 
deadline to provide S$8 million in addi- 
tional capital which he had promised. 
Hu said that existing company law 
should have protected shareholders 
against directors who committed com- 
panies to forward liabilities on such a 
scale, but that implementation of the 
law * 'depends a great deal on the report 
of the auditors and the vigilance of the 
auditors in ensuring that the require- 
ments of the [Companies] Act are met. 
Replying to an MP who asked why au- 
dits of certain stockbroking firms had 
not exposed the forward liabilities, Hu 
said this was now under investigation. 
Hu told parliament that the Stock 
Exchange of Singapore (SES) had in- 
vestigated complaints about insider 
trading of Pan-Electric shares in 1984, 
but that it had lacked the legal powers to 
unearth conclusive evidence. He also 
said that anonymous complaints had 
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not quantify the potential. problem be- 
cause the then self-regulating SES was 
not obliged to supply the appropriate 
returns to the MAS. 

Hu said that the new Securities In- 
dustry Bill, which gives the MAS pow- 
ers to monitor and regulate the sequg 
ties industry, would help guard agatst 
future situations of this kind. He said 
that a draft version of the bill was circu- 
lated among local brokers in June 1985, 


but that objections were made to the 


shift of power over the securities indus- 
try away from self-regulation and into 
the hands of the MAS. “We could, of 
course, have rammed it through," said 
Hu, "but you can imagine the uproar 
which would have occurred." 

Among the bill's provisions are the 
right of direct access by the MAS to the 
books of local stockbrokers, and 
tougher reporting requirements for au- 
ditors. The SES will remain in day-to- 
day charge of activities on its trading 
floor, but its autonomy will be formally 
lost. In practice, SES self-regulatio: 
ceased on 6 December when it was sub 
ordinated to a supervisory committee 
established under MAS managing di- 
rector J. Y. Pillay. 

Summarising for MPs the fall-out 
from Pan-Electric’s collapse, Hu said 
that the stockmarket’s problems should 
be seen in the “proper perspective.” He 
said that bank loans to local stockbrok- 
ers totalled about S$1 billion, or about 
3% of non-inter-bank lending. 

Hu said local broking firms were now 
in the process of raising their aggregate 
capital from S$350 million to $$420 mil- 
lion. This increase, together with the 
S$180 million bank lifeboat loan, would 
mean that brokers as a whole should 
have enough guaranteed capital to cover 
the S$600 million of forward contracts 
declared to the MAS. Hu said that the 
loan was intended to guarantee stock 
trades, and not individual broking firms. 
Insolvent brokers would not be bailed 
out, said Hu, though the fund wou' ` 
protect customers from default. 
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More efficient operations accounted for profit rise. Anticipated E 
drop in consumer spending and cost of importing tobacco to | 
cover domestic shortfalls may lower profits in 1986. 4 


Profit excludes extraordinary gain of HK$4.7m. Turnaround | 
from previous year's net loss of HK$9.3m attributed lo revived | 
profit-generating abilities. 


Dividend payable to shareholders on 28 Mar. 
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Harvest of ill-will 


Thailand runs into another trade dispute with the US 


By Paisal Sricharatchanya in Bangkok 


Mes economic relations with 
e US have been far from smooth of 
late — and things may worsen as a flood 
of cheap US rice hits the world markets 
under a new export-promotion pro- 
gramme. Thailand's Board of Trade 
(BoT, an influential private group of 
top exporters and businessmen) has 
warned that about 40% of Thai rice ex- 
ports could be lost after 15 April, when 
the US Food Security Act of 1985 takes 
effect. 

Signed by President Reagan on 23 
December, the law is aimed primarily at 
making US farm products more com- 
petitive with subsidised commodities 
from major producers like the EEC. 
Apart from reducing government inter- 
vention in price determination, the US 
rogramme calls for massive subsidies 
0 producers and exporters. It has al- 
ready met strong criticism in Australia 
(REVIEW, 16 Jan.). 

Affecting mostly temperate-zone 
commodities, the law would not have 
been of any direct concern to Bangkok 
— had it not been for the inclusion of 
rice. Describing the US law as a time 
bomb for the Thai rice industry, Vichai 
Sriprasert, deputy secretary-general of 
the Rice Exporters’ Association, wrote 
in a Bangkok newspaper: “Highly sub- 
sidised cheap rice from the US will 
surely out-compete Thai, Chinese, 
Pakistani and Burmese rice in the small 
world market. US rice is top of the line. 
If Cadillacs are offered at Chevy prices, 
who will buy the latter?” 
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Rice paddy: time bomb. 





It is hardly surprising that the issue is 
viewed with grave concern here. Rice 
has traditionally been Thailand’s top 
merchandise export and 70% of the 
population are still involved in growing 
it. Despite depressed world prices in re- 
cent years, the country has managed to 
expand exports with aggressive market- 
ing and low production costs. Thailand 
today accounts for some 40% of total 
world rice trade. But the gains have 


been largely at the expense of US sales; 
while Thai exports rose nearly 50% dur- 
ing 1981-84 to 4.6 million tonnes, US 
sales dropped 29% to 2.1 million tonnes 
(REVIEW; 7-Nov. ’85). 

Shortly after promulgation of the 
law, Thai Foreign Minister Siddhi 
Savetsila wrote to his US counterpart — 
Secretary of State George Shultz — re- 
questing urgent consultations with US 
Department of Agriculture authorities. 

According to a Foreign Ministry 
source, Bangkok wants to re-activate a 
high-level bilateral committee on ag- 
ricultural commodities which was estab- 
lished about four years ago but has met 
only once. As Thai officials.and traders: 
try to come to grips with the compli- 
cated law, the Thais want to be repre- 
sented in the detailed US deliberations 
leading up to its implementation three 
months from now — particularly the US 
setting of “world prices" (which would 
in turn determine the level of US sub= 
sidies). Another approach will be to dis- 
courage the US from selling to markets 
currently supplied by Thailand. 

But the lobbying promises to bé 
tough. Describing the BoT's 40% ex- 
port-loss forecast as "too drastic," à 
Western trade analyst said: "The US 
will [certainly] try to redeem some of its 
traditional markets that were recently 
lost to Thailand." Coming at a time 
when the domestic paddy price-support 


scheme appears to be failing (REVIEW, T 


16 Jan.), the impact of the US law is 
likely to be further depression of prices. 
The new law also adds to Thailand's 
still-seething resentment over the pro- 
tectionist Jenkins Bill and the US em- 
bargo on Thai apparel products 
(REVIEW, 7 Nov. '85). Although the 
textiles bill was vetoed by Reagan, and 
Bangkok managed to negotiate a satis- 
factory settlement of the embargo, 
neither dispute has ben forgotten. B 
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day of the year (4 Jan.), prices drifted slowly 
nwards on low volume during the first full 
€k of trading. The Dow Jones Average closed 
2.977.02 points on 13 Jan., down from the 
high of 13,136.87. Daily volume during the 
day trading period averaged 279.4 million 
es, reflecting an absence of investment 
nes and doubts about the growth rate of the 
ic economy. Trading activity continued to 
by dealers and individual investors, with in- 
ons sitting on the sidelines. Most analysts 
activity to pick up by the end of the month, 
€ wake of the Group of Five meeting. 


















NGKONG: The Hang Seng Index floundered 
e the 1,800 level and soon gave way to profit- 
in the period. It hit an all-time high of 








“at 1,799.61 on lack of fresh incentives, 
wn three points on the period. With the excep- 
f banks, most first-line counters lost ground. 
mall investors were generally reluctant to take 
tives while most foreign institutions prefer- 
o wait for buying opportunities from a further 
on. Daily average turnover was a moder- 
HK3$3292.58 milljon (US$37.5 million). 











Jo À: Markets continued to defy expecta- 
tions of an overdue correction, with the All-Indus- 
$ Index breaking record ground three times 
during the period to finish at an all-time high of 
6.8. The overall market indicator, the All-Or- 
inaries Index, gained 18.7 points and closed only 
oints off its 25 Oct. 1985 record at 1,051. f. 
ring gold prices and the scramble for tightly 
eld industrial stocks were the major contributors 











r 115.1 points over the period to reach 
. Takeover play also pushed markets higher. 





N ZEALAND: The rally that began in late 1985 
nued with the market reaching a new high of 
50.45. Brierley Investments’ 65 NZ-cent (33 

sents) rise (which accounts for about 20% 
hting in the Barclays Index) was the main 
| behind the index's gain. Other leaders also 
. Special interest was shown in salmon 
with news of good harvests by the salmon 
ies. A number of property stocks also at- 
ed attention. The market softened towards 
d of the period as buying pressure eased. 















Speculators returned to the market 
he lifting of the immediate delivery svstem, 

g for more active trading. But reports of a 
on a forward contract by Lin Securities 

'rvousness over Malaysian businessman and 
leader Tan Koon Swan's debts with 
gkong's troubled.Ka Wah Bank caused prices 
in the latter half of the period. Singapore 
| topped the active counters, boosting the 
mid-week when it crossed the S$5 
2.35) level for the first time since its listing in 
5 p The a Times pndasiid Ge 


















4 0: After hitting a new high on the first trad- 


he market rally. Phe Gold Index gained a spec- 


4 on 8 Jan. before sliding to close the | 


TAIPEI: 


of recent weeks, as the weighted price index 


/ Year S optimism continued to influence sentiment Pond most markets in Asia 
don a firm note for the period to 13 Jan. Even the chronically depressed Philip- 
es recorded a rally which gave mining shares a 3.676 gain in value i in the period. 


KUALA LUMPUR: The market revived slightly at 
the beginning of the period, spurred by stronger: | . 
sentiment in Singapore. Expectations that the |. 
local market would follow suit, however, fell flat | 
and by end of week, the. now-familiar hesitancy : 


had resumed. Active counters included the re- 


cently-listed Malaysian Airlines System, Promet, 


Raleigh and United Motor Works. An average of 
10.32 million shares changed hands daily, valued 
at M$18.7 million (US$7.7 million). 


BANGKOK: The market recorded an impressive 
gain, with the Book Club Index gaining 1.33 
points to close the period at.122.49. Gainers out- 
numbered losers by 30 to- 14 while a total of 52 
counters were unchanged. Improved sentiment 





was attributed to declining interest rates in the — 
. local money market and a technical rebound from. 1- 
an oversold situation. By the close, Siam Citizens 
Corp. led the winners, followed by BATA and. 


Charoong Thai. Thai Tin Plate was among the 
major losers.. Volume amounted to 1.64 mil- 
lion shares, worth Baht 133.93 million (US$5 
million). - 


MANILA: Mining shares rallied, 


nearly 60% of the period's total value turnover, to 
lead a general market rise. Gains were registered 


in virtually all active counters, led by such mining 


majors as Philex, Lepanto and Atlas. Brokers de- 

tected renewed interest from long-term investors, 

as bank rates remained relatively low at 16-18%. 

The Manila mining index rose 26.43 points to 
close at 758.38, the commercial-industrial indi- 
cator advanced 3.17 to 165.49, and the oil marker 
added 0.034 to 0.859. Average daily turnover 
'ame to P2.95 million (U$$156,914), considered 
substantial — given the absence of large cross- 
sales as in previous periods. 


The market continued its upward trend 


closed at 854.65 for the period. up 12.5 points. In- 
vestors' confidence has been buoyed recently. by 


 Taiwan's moderately good trade prospects in the | 


first half of this vear. Also, record-low interest 
rates on bank deposits and a continuing glut of idle 
capital is pushing funds into the market. Thus 


average daily trading volumes for the period were _ 


at a high NT$1.74 billion (US$43.5 million). The 
market received an additional boost during the 


period by the launching of the NT$1 billion First. : 


Securities Investment Trust Fund, the first unit 
trust for domestic investors. 


SEOUL: The market extended its New Year's 
rally, with the composite index gaining 0.96 of a 
point. Daily trading volume rose 14.6 million 
shares to 33.55 million. Gaining the most were 
electronic machinery, up 23.26 points, and 
pharmaceuticals, up 20.69. Transportation equip- 
ment, a past favourite, suffered the most, down 


29.2 points, followed by machinery, off 14.98. | |. 
Brokers were optimistic about the recent reshuffle | | 


of economic ministers, a move which they hope 
would bring about 
policies i in the coming months. 
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BAREFOOT | 
REPORTER , 


The best of the Richard Hughes 
columns from 1971 to 1983 





FarEasternEconomie 


Soft Cover: 184 pages 








The life of Richard Hughes spanned nearly eight D. Publicatiuia Division n 
decades, most of them spent as one of Asia's leading FAR EASTERN ECONOMIC REVIEW Iy 
foreign correspondents. And Hughes’ world was á 


G. P. O. Box 160 
peopled by the memories of those decades. Hongkong. 


It was a world of the hilarious... like Prince Noro- 
dom Sihanouk's white elephant, which attacked a 
tiny red bus full of tiny Red acrobats from China. 


Yes! Please send copy(s) of the 
Barefoot Reporter for which I enclose 
US$7.75 each. 


| 
| 
| 
| 
| 
It was a world of the macabre... like the Teikoku | For surface mail delivery add US$1.00 
poisoner who massacred a bank's staff for a haul of | and for airmail delivery add US$3.00 
| 
| 
| 
| 
| 


US$800. per copy. R0123BFR 
It was a world of the touching . . . like the slave Send to: | 


children of old Shanghai, plunging pathetic, claw- 
like hands into vats of boiling water to prepare silk 
cocoons for spinning. 


Name: —— ———— 


_— 


tin 


Address: 


Hughes saw and reported it all. This selection from 
more than 10 years of his regular column in the Far 
Eastern Economic Review takes the reader on the | 
trail with the original Barefoot Reporter. | SS es tha ee eel 
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I^ the northeast of Jammu and Kash- 
mir, across the Western Himalayas 
from the Vale of Kashmir lies Ladakh, 
an intriguing region which, though polit- 
ically part of India geographically and 
culturally, is much closer to Tibet. 

The Ladakhi capital of Leh lies 3,500 


. m above sea level in the upper reaches 


of the Indus river valley — a thin ribbon 
oasis in a vast desert where, it is 


— widely believed, some of the world's 


earliest civilisations flourished. Today 


-| it nestles somewhat precariously be- 
_| tween the borders of China, India and 
— | Pakistan. 


The recently completed 500-km 


| trans-Himalayan highway connecting 
| Leh with the Kashmiri capital of 
-| Srinagar, though built essentially for 


military purposes, has opened up the 


| area to tourists on a commercial scale. 


And such has been the increased in- 
terest in this hitherto inaccessible re- 
ion, that an airport was subsequently 
uilt in Leh, linking Ladakh with the 


. rest of India's commercial and military 


air networks. 

Recent visitors to the region were às- 
tonished to discover in this remote roof- 
top of the world a flourishing ecological 
movement — the Ladakh Ecological 
Centre — advocating and demonstrat- 
ing recently developed techniques in al- 
ternative-energy production. The 
movement was initiated some 10 years 
ago by a group of Europeans concerned 
by the threat to Ladakhi culture from 
Western and Indian influences. 

In particular, they had observed a 


shift in Ladakhi values from a subsis- 


tence-based economy to increasing de- 
pendence on amassed wealth. Oddly 


.enough, much of this was a result of the 


~ 


_ fast 


increased popularity of oil-fired elec- 
tricity generators as a source of light and 
heat. In the past this energy was ob- 


tained by burning animal (principally 


yak) dung and scarce wood supplies. At 
the same time, kerosene cookers were 
replacing traditional open-fire 


| cooking methods. 


Such changes were perceived as 
making the independent Ladakhis so 
cash-dependent that they could no 


longer rely solely on their own re- 
- sources. The expensive supply of fuels 


to one of the world's most inaccessible 


_ regions, the ecologists believed, would 


create major economic changes. Simi- 
larly, conventional large-scale energy 


schemes, it was argued, would be effec- 
tive only at great cost — both economi- 
-cally and environmentally — to Ladakh. 


Instead, the ecologists proposed that 


small-scale alternative-energy devices 
'- could satisfy Ladakh's needs without im- 


posing cash dependence. In Ladakh, 
there are no large-scale energy systems 
— though the upper Indus is being dam- 
med for hydroelectric purposes — and 
so alternative energy gets a fairer hear- 
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ing than in the West where conventional 
methods are so entrenched. 

Thus the proponents of alternative 
energy were given an opportunity to test 
some of their ideas in an area yet to be 
developed by conventional power sys- 
tems. 

Members of the Ladakh Ecological 
Centre are convinced that solar power is 
the answer to the region’s energy prob- 
lems. On average, Ladakh enjoys 320 
cloud-free days a year, and as average 
annual rainfall reaches only six inches, it 
must be one of the driest inhabited areas 
on earth — though there are staggering 
diurnal extremes in temperature, espe- 
cially in winter. According to the 
centre, solar power offers three main 
advantages to Ladakh: 

» There are no adverse environmental 
effects. 

» It is inexpensive to install, cheap to 
maintain. 


A Ladakhi family: a threatened lifestyle. 


> Users are not affected by the fluctuat- 
ing prices and supply problems as- 
sociated with fossil or other fuels. 


he centre — housed in Leh's im- 

pressive new Centre for Ecological 
Development — has undertaken an am- 
bitious project to introduce domestic 
solar-power space heating to the Indus 
valley which can raise night tempera- 
tures indoors, even during the long 
winter months. Solar-powered water 
heaters, ovens and cooking stoves and 
crop dryers are also on show at the 
centre: so great has been the interest in 
solar ovens that demand has totally out- 
stripped supply. Other schemes being 
promoted by the centre include hyd- 
raulic ram pumps to help farmers con- 
serve their precious water supply, and a 
design modification to the traditional 
Ladakh water-driven barley mill to pro- 
duce local electricity. 

The centre has clearly learnt from 
the mistakes made by similar move- 


T 





ments in the West. Its personnel stress 
their resolve to preserve the unique 
Ladakhi lifestyle and culture and main- . 
tain the proliferation of small-scale 
energy systems based on renewable re- 
sources. Although an integral part of 
their work, the latter is a secondary 
objective. While Western influences 
remain strong, the movement now 
boasts considerable support from 
the Ladakhi people: Westerners are 
encouraged to participate (in some 
technical areas their expertise is 
vital), but most of the work is carried 





out by Ladakhis using local materials. 

While the projects are also being 
used to provide a meeting ground for 
Ladakhis and Western travellers, to dis- 
cuss ideas and work together, it is ironic 
that as many young Western travellers 
are seeking a traditional and simple 
lifestyle, the young Ladakhis are being 
attracted by Western affluence. 

And so, as travellers from all over 
the world continue to make the arduous 
journey across the Himalayas in search 
of this rare culture, their presence here, 
unwittingly, could foreshadow the de- 
mise of the very lifestyle they have come 
to enjoy. This strangely beautiful re- 
gion, therefore, is under threat — not 
from the ravages of its severe climate, 
but by the so-called march of “pro- 
gress.” So far, the Ladakhis have man- 
aged to keep their culture more or less 
intact; but the temptation to adopt the 
ways of the West and abandon their own 
time-honoured ways is getting stronger. 

— Rewi Newnham 
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BLACK LABEL COMMANDS MORE RESPECT 
; - {12¥ YEAR OLD: 


JOHN WALKER & SONS LTD., SCOTCH WHISKY DISTILLERS, KILMARNOCK, SCOTLAND 
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Severiano Ballesteros. A strong mind is his secret. 
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A strong watch his choice. 


The maverick of the golf 
course. That summed up 
Severiano Ballesteros when he 
first appeared on the leader 


boar ds. 


It still does. But now a new 
maturity invests his game. The 
youngest-ever winner of the 
British Open this century, 
twice winner of the American 
Masters, the winner of count- 
less international tournaments, 
he has now won his second 
British Open. 

And he did it because of 
his new awareness of when to 
attack a course and when to 
treat it with caution. 





THE ROLEX DAY-DATI 


He is now probably one of 
the most breathtaking stroke 
players in the game, his genius 
and flair being supported by im- 
mense concentration. "If I lose 
concentration, I lose the hole” 


Since Seve was nine years 
old, practising clandestine golf 
strokes after hours on his home 
Pedrena golf course, his sheer 
mental stamina has driven 
him on. Indeed, when someone 
asked him recently what he 
thought was the most important 
characteristic of a would-be 
champion, Ballesteros said 


promptly, “A strong mind’ 


His watch matches his single- 


si. 


minded search for perfection 
and superiority. A Rolex Day- 
Date.Self-winding with day 
and date display. 


"Its a very strong watch; 
he says. “No water or sand can 
get in to it at all. And you know 
what? Every time I take a swing 
I'm winding it up- 

His undisguised display of 
triumph after the 18th hole at 
St. Andrews in 1984 was a touch 
of theswashbuckling Severiano 
Ballesteros bubbling to the 


surface. Strength, stamina and 


precision had kept 
him at the top. Just W 
like his Rolex. ROLEX 


of Geneva 
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Australia A$2.50 — Bangladesh Taka 30 — Brunei B$4 — Burma Kyats 5.50 — China US$2 — Hongkong HK$15 — India Rs 24 — Indonesia Rps 2000 — Japan ¥660 — Korea Won 150 
Laos US$2 — Malaysia M$5 — Nepal Rs 22 — New Zealand NZ$3 — Pakistan Rs 22 — PNG Kina 2 — Philippines P20 — Singapore S$4 — Sri Lanka Rs 3 
Taiwan NT$70 — Thailand Baht 40 — U.S. Armed Forces US$2.75 


Worth stepping out for 


At Essex House in New York, your toughest decision may be deciding what to do first. 

You're near dozens of places worth stepping out for. Central Park is just across the 
street. The exclusive shops of 5th Avenue are only minutes away. Or stroll a few blocks 
south to Broadway’s theater district. 

Meanwhile, inside Essex House you'll discover our special blend of Japanese and 
American cordiality. Along with the uniquely personalized service that has come to 
characterize the world of Nikko Hotels International. 

Just a few of the reasons why so many executives who stay with us depart saying 
three little words. 

“Pll be back.” 
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New Yorks ESSEX HOUSE 


Nikko Hotels International provides 

management services to these outstanding hotels: 

LONDON The Montcalm 

PARIS Hotel Nikko de Paris 

DÜSSELDORF Hotel Nikko Düsseldorf 

NEW YORK Essex House The art of hospitality. 

NARITA Hotel Nikko Narita 

OSAKA Hotel Nikko Osaka 

NAHA Okinawa Grand Castle 

BEIJING Hotel Beijing-Toronto 

JAKARTA President Hotel 

MANILA Manila Garden Hotel 

TAIPEI Hotel Royal Taipei iS, uu 

GUAM Guam Reef Hotel Cem kc 3 

PALAU Hotel Nikko Palau zx : j 

We also represent more than 80 other top hotels kk h t | 

throughout the world. | O O © S 
For reservations, call your travel agent, the nearest Japan Air Lines office or Nikko Hotels International 


Hong Kong @ 5-234318. 
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I i typi of many development aid 
rofessionals who are not politically 
ophisticated enough to see beyond the 
çades that are presented to them by 
id recipients. Hence, as long as they 
an be shown projects and programmes 
ch follow general guidelines of help 
) the poor, deprived and oppressed 
the usual rhetoric included), and then 
en exposure trips which show some 
ling of the progress in the field (in- 
uding the sob stories of military 
a s, but not of course the com- 
t ' New People's Army liquida- 
i 3), they can then report back that 
the projects are going on well. 

With the difficulty of finding and 
keeping good jobs in their own coun- 
tries, these development-aid profes- 
sionals have to continue proving them- 

„selves worthy of their keep, and they 
^look at their work as good deeds, but 
really not more. 

In contrast to some aid officials, 
there are, however, political activists or 
concerned citizens who are really in- 

. volved with issues in their own coun- 
tries. When they come to the Philip- 
pines they are not out of their political 

. depth because they can understand how 

- people undergoing a struggle think and 
feel, because they too are involved. 
These individuals are able to under- 
stand problems of political ideologies 
and strategies, and able to interpose 
real- life questions and interpellations 

which arise from actual dilemmas, 

'hich leads to true dialogue and to sol- 

1darity. 

More than funds, such interventions 










are what really help the political process 


in the country, and which could help 
avoid the mistakes of Vietnam and 
Cambodia, or perhaps Nicaragua. 
Others are incapable of doing this be- 
cause they do not really share the pain 
and grief, and, at the same time, expec- 
tant joy of a country struggling out of 
the night. 


Manila Oscar G. Buenvenida 


Lashing back 


. Irefer to Rodney Tasker’s article, Brac- 
. ing for backlash [o Jan.]. In it, he writes: 
. “The rescue. operation [of Pan-Elec- 
. tric], launched under the guidance of 
. the Monetary Authority of Singapore 
© [MAS], has been seen by many as 

mainly aimed at saving certain stock- 

broking firms which burned their fin- 
.gers in forward share-purchasing tran- 
: Ssactions, rather than the estimated 
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4,500 small investors of the company.” 

On the one hand Tasker concedes 
that ,the government *is probably not 
trying to protect any particular stock- 
broking firm." Yet he goes on to say 
that *J. B. Jeyaretnam was referring to 
the well-known deep involvement [my 
emphasis] in the Pan-Electric affair of 
[Prime Minister] Lee's stockbroker 
brother, Freddie Lee — a senior partner 
of J. Ballas & Co., and former deputy 
prime minister Goh Keng Swee’s son, 
Goh Khian Chee, a partner in City 
Securities.” 

I resent the insinuation that my firm 
is being helped in the current stockbrok- 
ing crisis here because of political lever- 
age or favour. The MAS is taking what | 
action it can on an industry-wide basis 
because what is being threatened is 
Singapore’s integrity and reputation as 
a financial marketplace. 

Tasker is wrong in his assertion that 
City Securities is heavily involved in the 
forward transactions of the Pan-Electric 
Group. Nothing could be more at var- 
iance with the facts because we do not 
have a single forward contract with Pan- 
Electric or any of its subsidiaries. 

Goh Kian Chee 


Singapore : Chairman, City Securities 


» Rodney Tasker replies: The informa- 
tion that City Securities was involved in 
forward contracts of Pan-Electric came 
from informed and reliable sources. 


| 


However, we fully accept. e Kian.| 
Chee's assurance that this i so. 

garding his resentment of the 
that his firm is being help 
political leverage or A $ 
points out I did write that the 
is probably not trying. fo. 
particular firm (an accuse 
in Jeyaretnam’s si 
quoted). I furtherw 
ways made a point of distanci 
from his relatives and thos. 
colleagues [such a 
Keng Swee] throughout his 
ship." 








Written, n Ot 4 = -d andi 
It was indeed a surp 
Rajendra's article on 
Asia Writers’ Conferen 
[REVIEW, 28 Nov. '85]. One wi 
how he could possibly have w 
about the conference when he har 
tended any of the sessions and s i 
ted no report of the session for « ie 
was specifically appointed its ra spor 
teur — a fact Rajendra conveniently 
omitted from his article. 

Rajendra's "attendance" at the con- 
ference was as Malaysia’s resource 
person. In this capacity he was given 
a one-man session to air his views, à 
golden opportunity for Rajendra to 
propound the lofty ideals and ideas 
about social and political issues con- 
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In Paris 
the luxury of the last century is alive. 
| And breathtaking! 


HOTEL 
INTER CONTIN ENTAL 


€ INTER: CONTINENTAL HOTELS 
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For reservations call: Hong Kong: 
Osaka: (06) 264-0666, Singapore: 2202: 76, Sydney: 232 1933, Tokvo: 215-0777 


: 5-229879, Melbourne: 637219, 
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his "voung" ix in London Solid hardly 


1 be considered a contribution to the con- 


ference — much less a serious concern 
with*weighty issues concerning human- 
ity. 

As for his accusation that the Malay- 
sian delegation (of whom he was one) 

"sounded like a chorus from the Tourist 

Development Board," had he taken the 
trouble to attend the sessions or read 
the papers, he would have realised how 
unjust his remarks were. 

And what can one say about his dis- 
dainful reference to “piddling little 


| poets" who wrote in the national lan- 


guage. One wonders if Rajendra is at all 
familiar with the works of those poets 
whom he dismisses so contemptuously. 
(He has never been known to read or 
speak the national language, much less 


r write in it.) 


| the fundamental point right by writ- | 
















| which is not appreciated anymore. The 


in the 1920s and 1930s. 
changed is that the crumbled edifice is 


Vna) Maimunah Mohammed Tahir 
Participant (Malaysia) 
SEA Writers’ Conference 


Portrait of the artists 


It was a pleasure to read Ilan Buruma's 
profound and pertinent analysis of the 
problems relating to contemporary 
Chinese literature [26 Dec. '85]. He gets 


Bali 


ing: 
"The problem faced by Chinese art- 


ists and intellectuals is that they are too 
cut off from their own tradition to have 
. anything to enrich. This is why they look 
for firm structures — modernism, struc- 
Marxism — to replace the 


turalism, 
crumbled old edifice. This was the case 


now Marxism itself." 


Popular artists are those who are | 


able to put into words, music, painting, 
etc., what a great number of people are 
feeling. but are unable to express. This 
truth is certainly also known to to- 
day's authorities and explains their 


reluctance to take strong action against | 


artists who are merely the tip of the 
iceberg. 
It is true that the present generation 


below the age of 45 are “cut off from | 


their own tradition" and most eager to 
devour anything Western, from master- 
pieces of art and literature, down to 
modern low-quality consumer products. 


It can be quite shocking to a European | 


visitor if he sees in every shop articles of 
daily use embellished with Western pat- 
terns and pictures of the lowest and most 
tasteless kind; plainly kitsch. The 
situation is not much different in 
the pertonning arts. But why is that 
so? 

Chinese aesthetics in 


superior to anything in the West — 


| struggle of ordinary peopl 


| trary use of power, are equi 


| ation of traditional 


| untruthful phraseology. 
| basic general human or sp 


| than money and cheap e 


What has | 


| the past. 
| reached a standard for articles of daily 
.use among. peasants and workers, 


Americans who were cast as.one of 














ai 2 many p ay: 
est officials against cor 


to present Chinese society 
tainly as bureaucratic as e 
do most young Chinese 
Western plavs and movies « 
relevant to their own life? 

One reason may be th 

















and the understanding o 
theatre required a certain 
education and cultural b 
which in the past even t 
majority had in common 
during more than a decade. 
cial education, limited to an 

















values, the majority of the yo 
eration does not know — all 
since the phraseology they had t 
has lost its value too — any oth po 









Can one blame them? Nobods 
taught them anything better. 

This feature can, how 
partly explain a general trend ^i Low 
with some modifications, cai 
served in other countries as w 
Singapore or Malaysia, where e 
tional systems propagate a very di 
set of values. Probably old Marx s 
the best answer to the probler die 

“superstructure” changes me 
with the means of production. P. 
Buruma may present in future an. 
about these problems to the readers 
the REVIEW. 
Canton 



























Wolfgang’ 


More words to the Wise - 


The discussion concerning 
Wise's review of the laterne 
History of the Vietnam War |14- 
21 Nov. '85] has produced varied t 
sons for the British success and A 
can failure in combatting communis 
surgency. | 

However, the major difference - 
tween the two campaigns, the nat 
and scale of conflict, has not bee 
ciently considered. The British 
fighting a force largely composed 
racial minority and had the advai 
the assistance of the Malay major 
who were promised independence, 
well as many loyal Chinese. In contre 
the Americans were fighting nan 
homogenous country where there wer 
no ethnic differences between frien 
and foe. 

Furthermore, the Vietnames 
munists were experienced n 
and the South Vietnamese had litt 
no loyalty to a government that 
mainly corrupt and oppressive or tc 













































: the much larger population and combat- 
ants involved in the Vietnam conflict. 
However, the scale of conflict in Viet- 
nam was compounded by a variety of 
forms of combat ranging from guerilla 
$ arfare to large-scale attacks by North 
Vietnamese regulars who had logistical 
support from both China and the Soviet 
Union. 

— The British employed successful tac- 
tics in Malaysia but a direct comparison 
of the two conflicts is not valid. The 
Vietnam War dwarfed the Malavan 
Emergency both militarily and politi- 
cally. It is sobering to remember that it 
took more than 10 years to defeat only 
12,000-odd communist insurgents in 
Malaya. 
Hongkong 


Boggled abacus 

Was it a “black cock-up" or “due to the 
carlessness /síc] of the writer" that you 
ted in TRAVELLER'S TALES [9 
]that while the "number of vehicles 
on China's roads is increasing at 30,000 
a year,” farmers owned 90,000 vehicles 
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Singapore Alan Tate 


.* The statistics, however illogical, were | 


| correctly quoted from an article by Wu 


Wei in the.7 December 1985 issue of the 
China Daily. POE Wu Wei is now 
carless. 


The zero paral lel 


I was intrigued by Hamish McDonald's 
article [2 Jan.] praising the Australian 
Government for abandoning the 
"clearly futile policy” of opposing In- 
donesian aggression and massacre in 
East Timor. Particularly price 
was the appreciative report of the " 

freshing" approach of Ambasador 
Marpaung, who, McDonald writes, 


“deflated much of the self-righteous- 


ness of East Timor critics by asking: 
‘Between 1945 and 1975, what have the 
Australians done for the Fast 
Timorese?” then giving the answer 
"Zero" toa "silent audience.” 

I eagerly await the obvious sequel, 
an article praising the Soviet ambas- 

















then giving ero" 
"silent audience," thus d suffi- 
cient reason, by the same logic, for ac-. 
| cepting with equanimity Soviet aggres- 
sion and atrocities in Afghanistan. — 
Noam Chomsky 
< Massachusetts Institute 


Massachusetts of Technology 


















CORRECTION 


in An option on ‘gearing. {9 Jan.]. the | 
Reviews London correspondent James - 
Bartholomew wrote that "in-the-money" 
options were cheaper than. “out-of-the- 
money" options. In fact, the reverse is true. 
This error is regretted and Bartholomew's 
recommendation to buy "in-the-money". 
stands. 
In the same issue, the performance . 
two funds managed by. Fidelity Inter > 
national was not adjusted. into US$ term =: 
rior to a comparative tabulation with other | 
funds. Fidelity South East Asia Trust 
gained an adjusted 31% in the year to 30 
Nov. 1985, while Fidelity Japan Special 
Situations Trust gained 17.7%. 






































The University of Melbourne 


Lectureship (Limited Tenure) 
in Chinese Anthropology | 
| in the 
Department of East Asian 
Studies 


Applications are invited for the above position, availa ein — 
the Department of East Asian Studies and the: re ently 4 
established School of Asian Studies. . | uo 


SECRETARY GENERAL 
AMNESTY INTERNATIONAL 


|... Amnesty International is recruiting a new Secretary General on 
“a fixed-term contract, to begin duties in September 1986. The post 
“is based in London, England. 


| Amnesty International is a worldwide voluntary movement that 
works for the release of prisoners of conscience, opposes torture 
and the death penalty and seeks fair trial for political prisoners. It is 
independent of any government, political ideology, economic in- 
terest or religious creed. Amnesty International has over half a mil- 
lion members, an International Secretariat of 200 staff and a 
budget i in excess of £6 million. 


~The Secretary General is the chief spokesperson of Amnesty 
ternational, representing the movement and its concerns to gov- 
rmments, inter governmental organizations, the media and the 
ineral public. The Secretary General organizes. the work of the 
ternational Secretariat and is responsible for advising the move- 
t on widely varying human rights issues and situations. 


The successful applicant must have sound political judgement, 
ersonal integrity, and a record of commitment in the field of 
n rights ora related subject. Fluency in English is essential, - 
nd other languages are desirable. The successful candidate will 

e Sensitive to the needs of different cultures and will have excel- 

i communication Skills, both orally and in writing. | 


Conditions: fixed-term contract of up to five years. Salary ap- 
rox £23,500. (pounds sterling), per annum, non-negotiable, linked 

increases in inflation and annual incremental points of over 
400. A relocation and home travel package is available. 


losing date for the return of application forms: 9 May 1986 


For further information: and applica tion 

form contact Personnel Office, 

mnesty international, 1 Easton Street, 

ndon WC1X 8DJ. Telephone: S 
3 4 hà a | 













































The lecturer will be required to give: courses on Chinese 
cultural and/or social anthropology and to participate ina | 
more general inter-regional introductory programme on... 
Asian cultural anthropology. The lecturer will also be 
required to conduct independent research and to supervise 
M.A. and Ph.D. students, and should have some experience 
of teaching Chinese anthropology, together with a higher 
degree in the field and the appropriate linguistic skills in 
standard Chinese and/or a Chinese dialect. 


Salary.in the range $A27,233-$A35,777 per annum. 


Further printed information regarding details of application 
procedure and conditions of appointment is available from 
the Appointments Officer (Academic). 





Applications, in duplicate, including names and: addresses 
of at least three referees and quoting position number 
L156 0250 should be addressed to the Staff Officer, The 
rs of Melbourne, Parkville, Victoria 3052, Australia, 
and close on 30th April, 1986. 


. Equal. opportunity in 
i University. of Mel 
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pose Minister Eduard Shevardnadze has brought to a 
surprised Tokyo Soviet leader Mikhail Gorbachov's 

| new-style diplomacy, stressing dialogue and mutual re- 
4! spect. While Shevardnadze insisted Moscow had made no 
4| changes on the disputed Northern Territories, the Japan- 

| ese notedthathe listened to their position. Review diploma- 
| tic correspondent Richard Nations reports that Gor- 
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Philippines: A question of fairness —— 11 | - 













| bachov's overture may shake the very basis of Prime Minis- A matter of contrasts — — — — — 12] 
| SIBERIAN THAW | ter Yasuhiro Nakasone’s attempts to build a national con- The mood in Mindanao —— — — 12| |. 
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Page 10 

th a general election expected 
within months, the arrest of Tan Koon 
Swan in Singapore may have im- 
mediate political repercussions in 
Malaysia. 


Page 11 
The election rallies of President Fer- 
dinand Marcos and oppositionist 
Corazon Aquino highlight the con- 
trasts between meticulous organisa- 
tion and spontaneity. Allegations of 
ibery and violence have surfaced, 
«vSspite proclaimed efforts to ensure 
fair elections. 


Page 16 

Bangladeshi President H. M. Ershad 
raises a controversy by questioning 
the legitimacy of the country's first 
post-independence government. 


Page 22 

The formation of a new body to deal 
with corruption is seen as an attempt 
by Chinese leader Deng Xiaoping and 
his group to stay in control of the com- 
munist party. Meanwhile, despite ear- 
lier claims of successes in Tibet, Pe- 
king now says that the region's pro- 
gress has been marred by the leftist 
policies of Tibet's officials. 


Page 24 
The Thai cabinet reshuffle, involving 
only the ministers of the Social Action 
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„Party, merely papers over the rifts. 
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Page 24 

Four Afghan generals are arrested for 
passing vital security information to 
the anti-Kabul guerillas. 


Page 32 

The Communist Party of the Soviet 
Union is trying to foster party-level 
ties with the ruling Indian Congress 
party, a move not appreciated by the 
Communist Party of India. 


Pages 44-46 

Mounting debt-servicing pressures 
are convincing developing Asian 
countries to consider opening up their 
capital markets. 


Page 47 

After a generation of mutual indiffer- 
ence or hostility, India and Pakistan 
are finally looking at the advantages 
of cross-border trade. 


Pages 48-50 

With new foreign rivals providing 
growing competition for shrinking 
domestic profits, Australia's big four 
banks are seeking growth overseas. 
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to the country's merchandise ex- 
ports. 
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Page 64 Letters 
Foreign investors in the Philippines | Briefing 

have generally sat tight during the | mteligence 
country’s economic trauma. How- Travelers Teles 
ever, they are keeping their options | Books 

open as new policies and a new politi- | The 5th Column 


cal climate emerge. 
Page 67 


Economic Monitor: Indonesia 
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Company Results 
An independent-minded civil servant Exchange Rates 
has forced the Malaysian cabinet to | Stockmarkets 
agree to the release of the report.into | Prices and Trends 
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EPrime Minister Rajiv Gandhi, 
E ono is also the president of 
B ndis Congress party, has 
3l — drafted the services of three of 
.| his senior ministers for party 
work. He also reconstituted 
E the two top party committees 
| to revitalise the 100-year-old 
| organisation which has been 
| showing signs of decay. 
= Arjun Singh, who became 
[| commerce minister only two 
- months ago, takes up the newly 
r created post of party vice-pre- 
| sident. Labour Minister T. An- 
"  jiah and Petroleum Minister 
| Nawal Kishore Sharma have 
| been named general sec- 
|  retaries of the party. Also 
drafted as a general secretary is 
; deputy chairman of the upper 
| house of parliament, Najma 
| Heptullah. — Mohan Ram 


Pakistan jails 

Sikh hijackers 
| A Pakistani court trying 14 
| Sikh extremists for two sepa- 
Bh rate aircraft hijackings has 
| sentenced three of them to 
| death and seven to life impri- 
| sonment. Four other accused 
. have been acquitted by the spe- 
. cial court constituted in March 
. 1985 under Pakistan's anti-ter- 
| rorism law. The court had re- 
| served judgment in the case 
ig ` after almost six months of hear- 
. ings ending in September. Five 
. of the accused were involved in 
. the hijacking of an Indian Air- 
. lines plane to Lahore in Sep- 
| tember 1981 while nine others 
. were charged with comman- 
 deering another aircraft of the 
. same company in July 1984. 
The trial of the Sikh hijac- 
| kers has been a major issue be- 
| . tween the governments of India 

pend Pakistan in their normali- 
sation talks, with the former 
2 " seeing the trial as a test of 
. Pakistan’s sincerity in opposing 
-. Sikh extremists, who New 
b b: — Delhi claims are assisted by Is- 

E — Husain Haqqani 


S starts probe on 
tances properties 
Stephen Solarz, chairman of 
| the US House subcommittee 
| on Asian and Pacific affairs 
| said on 21 January that his in- 
JE vestigators had found irrefuta- 
-| ble evidence linking Philippine 
| President Ferdinand Marcos 
| and his wife, Imelda, to five 
= | New York properties worth 
| more than US$200 million. 


i 
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couple's property holdings in 
the US has subpoenaed a Man- 
ila banker, Rolando Gapud, 
who reportedly handled the 
New York transactions. A 
move is also likely to subpoena 
Pablo Figuero, who was re- 
portedly involved in a legal suit 
with Imelda over a New York 
property. — Nayan Chanda 


Opposition, Shias seen 
behind anti-US action 
Pakistani authorities have in- 
creased security around US 
Government installations in 
the country after 13 anti-Ame- 
rican demonstrations in almost 
all major cities, with attendance 
ranging from several hundred 
to 2,000. The demonstrators 
supported Libyan leader 
Moammar Gaddafi "in the 


Gaddafi: support. 





spirit of Islamic brotherhood.” 
Pakistani and US officials sug- 
gest the demonstrations are an 
attempt by opposition political 
parties, especially the Pakistan 
People’s Party, to show their 
strength immediately after the 
lifting of martial law. Pro-Iran 
Shia groups have also been 
linked with the well-organised 
rallies. — Husain Haqqani 


Death sentence 
for student spies 


Two South Korean students 
were sentenced to death for 
spying for the North and in- 
stigating demonstrations on 
university campuses. The court 
said the two had made contact 
with North Korean agents 
while studying in the US and 
that one of them had further es- 
pionage training in West Ger- 
many and Hungary. The two 
were among 15 young people 
arrested in late 1985 on charges 
of spying and stirring dissent 
and anti-American feeling. 
Two others were given life sen- 
tences, the remaining 11 were 
jailed for two to 15 years. 

— Paul Ensor 


e 
China shows record 
1985 trade deficit 
China suffered a record trade 
deficit of US$7.61 billion in 
1985, out of total trade of 
US$59.21 billion, according to 
figures released on 22 January 
by the Ministry of Foreign Eco- 
nomic Relations and Trade 
(Mofert). The largest single- 
country deficit — US$4.37 bil- 
lion — was registered with 
Japan. Next came the EEC 
(US$3.04 billion) and the US 
(US$2.04 billion). 

Based on Mofert's figures, 
the deficit had increased from 
US$900 million at end-1984. 
Various Chinese ministries 
issue trade figures — often 
wildly divergent. Total im- 
ports, at US$33.41 billion, had 
jumped from the mid-1985 
level of US$14.42 billion, indi- 
cating that measures  an- 
nounced in the second half of 
the year to restrict imports had 
little effect. — Mary Lee 


India creates buffer 

stock for jute crop 

India has decided to create a 
jute buffer stock, with more 
than 40 jute mills already agree- 
ing to take part. The buffer 
stock will be sold to the mills, 
which will get the fibre cheaper 
because of lower carrying 
costs. The state-owned Jute 
Corp. of India (JCI) buys jute 
under a price-support pro- 
gramme. This year, it has al- 
ready bought 2.4 million bales 
of 180 kg each — a record pur- 
chase. The JCI will notionally 
transfer 600,000 bales to the 
buffer stock. 

India, which had in recent 
years opted out of the export 
market to reserve its crop for 
domestic uses, has been hit by a 
bumper crop — as have many 
other South Asian nations 
(REVIEW, 14 Nov. '85). In view 
of this, JCI will be allowed to 
export 300,000 bales this year. 

— Mohan Ram 


Macau’s growth slows, 
but so does inflation 


A sharp slowdown in export 
growth cut Macau’s 1985 eco- 
nomic growth to some 4% from 
a 9.5% gain in 1984. In a 
speech in Hongkong, Macau’s 
Secretary for Economic Affairs 
Luis Simoes said that the ex- 
port sector (which accounts for 
about a third of gross domestic 
product) grew only 1% last 
year. Exports rose 11% in 1984 


Simoes said a sharp decline in . 
US orders, stricter restrictions 
in the EEC anda strengthening 
local currency had combined to 
reduce export growth. 
He said the pataca had ap- 
preciated by 21.6% ag4inst the 
French) franc, and about 2876. 
against , sterling, between 
March 1984 and January 1985. 
But slowed imports meant a 
trade surplus of some Ptc 1 bil- 
lion (US$113.6 million) in 
1985. Gambling receipts, one 
of the economy's mainstays, 
grew. only about 1%. Simoes 
also noted that inflation. had 
fallen to about 2.5% in 1985 
from almost 11% the previous 
year. — Liz Carver 


Singapore's GIH B 
ceases operations 
Singapore's Growth Industrial 
Holdings (GIH) said on 20 
January that it has effectively 
ceased all group operations, 
and has retrenched all but two 
employees as of 6 January. The 
company said in a statement 
that the decision followed an 
independent financial report, 
which expressed uncertainties 
over the value of certain group 
assets and over potential 
liabilities. The financial evalu- 
ation also considered the impli- 
cations of GIH’s investment in 
Pan-Electric Industries, which 
was put under receivership late 
in November. The GIH state- 
ment noted that the financial 
report said the group faced po- 
tential substantial losses be- 
cause the realisable value of its 
assets had fallen. The group 
faces losses, it said, because cf- 
arrangements to acquire or se 
shares in companies listed ou 
the Singapore and Kuala Lum- 
pur stock exchanges which may 
have been made by GIH sub- 
sidiaries. — A Correspondent 


Simex plans to add 
new futures contracts 
Singapore's International Mo- 
netary Exchange (Simex) plans 
to add two stock-index futures 
contracts in its trading pits: 
one based on the Japanese Nik- 
kei stock average to start in 
August, another based on local 
stocks later. Simex currently 
trades gold, yen, Eurodollar 
and Deutschemark contracts. 
The Nikkei contract will have 
four contract dates a year, and 
will be traded six days a week 
(including Saturday when the 
Tokyo Stock Exchange is 
open). The plans were an- 
nounced in Simex's newsletter. 
— A Correspondent 





= GA i c) J j ej 

| INT » z IK UE NCE : TN iid 2 
i a ah 

| FAIR COMMENT CE bin omen 


US President Reagan ds expected | 
to issue a public statement calling - 
for a fair election in the Philipp ines. 
The statement is likely to be Ficluded 
in his forthcoming State of the © 
Union dddress before congress. 
Administration officials hope that 
an intimation of the US interest 
inan honest election coming from 
the highest level EOM have some 
impact. TAE 
TAX LOSS f id 
The Overseas Construction 
. Association of Japan is preparing a 
$ response to accusations made by the 
Singapore Contractors’ Association 
that Japanese construction 
eompanies are dodging local 
igaporean taxes. According to 
 . SINgapore contractors, most of the 
top Japanese construction companies 
have not paid any tax at all since they 
established Singapore branches. The 
J apanese association intends to argue 





that the Japanese contractors’ losses 


e genuine, not the result of false 
a billings for administrative expenses. 


AFGHANISTAN 
About 100 people including 14 women 

and children were killed by Soviet air attacks 

. on two central Afghan towns, Western dip- 
lomats in Islamabad said (27 Jan. ). 


-CHINA 
Eighteen convicted murderers, rapists 
and thieves were executed in Peking, court 
posters and official news reports said (27 


Tan py 


.-.- NGKONG 
British Immigration Minister David Wad- 
dington ruled out the granting of British 
citizenship to non-Chinese minorities in 
Hongkong during parliamentary debate in 
London (16 Jan. ). 


INDIA 
The government said it would grant 
citizenship to about 85,000 Tamils in Sri 
Lanka in a move by. the two countries to 
solve the problem of stateless Tamils on the 
- island (15 Jan.). Prime Minister Rajiv Gan- 
. dhi moved to fill two vacancies in his cabinet 
after a sweeping reorganisation of his Con- 
. gress party. Hundreds of militant Sikhs wav- 
ing swords and ceremonial daggers reoc- 
 cupied their office in the Golden Temple 
hours after they were forced to vacate it by 
moderates, police said (20 Jan.). Police said 
. they had detained a leading Sikh extremist 
who planned to sabotage the Republic Day 
celebrations on 26 January. Police opened 
fire on a mob of about 1,500 people besieging 
a police station in Madras, killing three and 


| woundi pine the Press Trust of India re- 
T opone d M The three defendants 
"cha ed v at Peon g A sec 
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$ Kacak EXPECT ED 


Following the Tokyo summit of 
Western heads of state in early May, 
it is very likely that British Prime 
Minister Margaret Thatcher will pay 
a visit to South Korea. This would 
make her the first serving British 
prime minister to visit the country, 
with which London would like to 
expand trade. Currently, trade 
between Britain and South Korea is 
heavily weighted in the latter's 
favour. 


— ee 


Khmer People’s 
National 
Liberation Front 
(KPNLF) military 
leaders, generals 
Sak Sutsakhan 
and Dien Del, are 
considering an 
ultimatum to 
KPNLFE president 
Son Sann, warning 
that they will leave 
the movement if he does not take a 
ceremonial backseat and leave 








Gandhi were found 
news reports (22 Jan 


INDONESIA 

A hardline Muslim preacher was jailed by 
an Indonesian court for 14 years for deliver- 
ing subversive sermons (75 Jan. ). 


JAPAN 

Soviet Foreign Minister Eduard 
Shevardnadze arrived amid demonstrations 
by members of rightist groups (/5 Jan. ). 


PAKISTAN 

Pakistani anti-aircraft gunners shot down 
an Afghan MiG21 when it crossed into Pakis- 
tani airspace, officials in Peshawar said (/5 
Jan.). Prime Minister Mohammad Khan 
Junejo formally adopted the Pakistan Mus- 
lim League as Pakistan’s ruling party and be- 
came its leader (78 Jan.). A Pakistani court 
sentenced three Indian Sikh separatists to 
death and seven others to life imprison- 


id said New Delhi 


‘ment for hijacking aircraft to Pakistan 


(20 Jan.). 
PHILIPPINES 


A campaigner for Corazon Aquino and 
his driver were shot dead in a town 125 km 
north of Manila, apparently by a member of 
the civilian militia, opposition campaign 
headquarters said. Another local leader sup- 
porting Mrs Aquino was killed by gunmen in 
Pampanga province, opposition and military 
reports said (76 Jan.). A nephew of Imelda 
Marcos resigned from the Philippine Foreign 
Service and pledged support for Mrs Aqt ino 
in the presidential election (/7 Jan.). 


 grenades exploded during a campaign sally 
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decision-making on political and 
military affairs to their newly formed . 
Provisional Central Committee of — 
Salvation. The departure of the two | 
generals would have a serious impact | | 
on KPNLF operations in the S200 
Cambodian interior and couldlead to. — 

further defections of key officials and . 

the possible fragmentation of the S 4 osi 
KPNLFE itself. 


NEAR ENOUGH 


The focus of this year's Thai-US | 
Cobra Gold military exercise is being 
moved from Songkhla in southern | 
Thailand to the coastal strip } i | 
southeast of Bangkok, but US E». 
officials have dismissed earlier | 
speculation that it will take place in. i 

either Chanthaburi or Trat provin: : 
on the Vietnamese-guarded 
Cambodian border. While details are 
still being worked out, it is 
understood the site of the beach 
assault — always the highlight of 
the month-long exercises — will be 
either in the Sattahip district of Chon 
Buri province or in Rayong, about 70: | 
miles from the border. | 


Philippine election officials banned all for- 
eigners from polling stations in the presiden- 
tial election, including teams of US obser- - 
vers who were invited to watch for cheating - 
(20 Jan.). An official of the ruling Kilusang p. 
Bagong Lipunan party and a campaigner for 
Mrs. Aquino were killed, it was reported (2] 
Jan. ). 


SINGAPORE 
Singapore authorities arrested Malaysia "n 

businessman and politician Tan Koon pan 

(21 Jan. ). p 


SOUTH KOREA | 

A Seoul court jailed 13 students for u ipto 2 
seven years for publishing seditous leaflets : 
connected with the occupation of the US I ‘it | 
formation Service library last May (76 Jan. ). 
Two former students accused of working fog 
North Korea to stir up anti-government 
demonstrations in the South were senten ed 
to death, the Seoul District Criminal Cour 
said (20 Jan. ). 


SRI LANKA 

Security forces declared what observers | 
regard as a virtual war on Tamil separatist — 
guerillas in northern Jaffna (75 Jan. ). Troops | 
killed the area leader of à militant Tamil | | 
group and two of his associates in a raid in the - 
north of the country, the national securit y 
minister reported (78 Jan. ). "i 
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THAILAND 
Prime Minister Prem Tinsulanond an- X 
nounced a cabinet reshuffle of members of | 
the dominant group in his four-party c ali- 
tion prese pat , the Social Action Party uó 
an 


E 
j 


"TEMA ane 


5 Review Correspondents 


he arrest of Tan Koon Swan in Singa- 
| pore shook both the business commu- 
k nity and Malaysian politicans gearing up 
| for an expected general election this year, 
ae though to insiders it was less unexpected. 
EST "Let us just say it did not come as a 
: | thunderbolt,” commented one Malaysian 
^ | - deputy minister. It is understood that, be- 
| 'fore Tan's detention, the Singapore Gov- 
| ernment contacted the authorities in 
| Kuala Lumpur at ministerial level on the 
| matter. The arrest of a senior politician 
d - from the other country is unprecedented 
| in Singapore-Malaysian history since 
. their separation in 1965. 
| 3l Tan, under pressure to help rescue 
Pan-Electric Industries, which collapsed 

| | .in November, was arrested at his hotel in 
.| the morning of 21J anuary, questioned all 
| day by the Commercial Affairs Investiga- 
.| tion Department (CAID) of the Ministry 
1 : of Finance and initially charged 14 hours 
. later under the criminal procedure code. 
— Specific charges, if there were to be any, 
| would follow within 48 hours, a spokes- 
| man for the CAID said. 
| | Since February 1985, the CAID has 
is . been investigating allegations of fraudu- 
a lent forward dealings of at least S$140 
| million (US$65.5 million) in the shares 
| of Pan-Electric. Michael Huang, a Ma- 
| laysian business associate of Tan, was 
] | detained on 7 January by the CAID and 
| was released the same day after posting 
| -a bond of S$100,000 in cash and S$1 mil- 
| lion-worth of Shares. He is said to be 
cooperating with the authorities in their 
| investigation. 
| The sudden action by the Singapore 
.| authorities will upset the delicate balance 
| of Malaysia's internal politics. Tan was 
| elected president of the Malaysian 
| Chinese Association (MCA), the coun- 
| try's main ethnic-Chinese party, only two 
p months ago and his problems will obvi- 
| ously be an embarrassment for the ruling 
| National Front coalition of which the as- 
. sociation is a member. He may well have 
saved the government further embarrass- 
| ment by not accepting a position in the 
| cabinet when Prime Minister Datuk Seri 
_ Mahathir Mohamad handed out three 
| - posts to his faction on 4 January. 

| The move by the CAID may jeopar- 
| Bus the plan to rescue Pan-Electric, 
| which has nearly S$400 million-worth of 
| debtsit cannot pay. Tan wasin Singapore 
| toask for a further postponement of pay- 
| ment of S$8 million to Pan-Electric’s re- 
= ceivers, Price Waterhouse. Under the 
P rescue plan, agreed to on 24 December, 

Tan agreed to provide an interest-free 
d loan of $$40 million by March 1986 and to 
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relieve Pan-Electric of S$140 million in 
share-contract obligations. Growth In- 
dustrial Holdings, which owns 31.6% of 
Pan-Electric, announced on 20 January 
that it had ceased operations. 

Analysts speculated that banks and 
stockbrokers might now insist on pay- 
ment of outstanding share transactions 
from other leading Malaysian business- 
men and politicians, which in turn might 
trigger a sharp collapse in share prices in 
Malaysian and Singapore stockmarkets, 
which were suspended for three days for 


the first time in their history in December 


because of the knock-on effect of the Pan- 
Electric collapse. Members of the Singa- 
pore stock exchange were forced to agree 





Tan Koon Swan: detained. 


on 20 January to the creation of four new 
seats on the local bourse for each of the 
main domestic banks — Development 
Bank of Singapore, Oversea-Chinese 
Banking Corp., Overseas Union Bank 
and United Overseas Bank. 


he immediate political consequences 

of Tan’s arrest may be more dramatic 
than the financial ones. Just a day before, 
Mahathir had announced plans to visit 
Malaysia’s 13 states to explain the gov- 
ernment’s record, with the expectation 
that a general election would be called 
within a few months. The events in Singa- 
pore may complicate Mahathir’s plans. 
The bruising struggle over the MCA 
leadership during 1984-85 severely dam- 
aged the standing of the second largest 
party in the coalition in the eyes of its 
Chinese constituency. Many now expect 


the MCA president to find his newly won- 
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Tan Koon Swan held over r Pan-Electric dealings — 


The Singapore sting 





position has beditie untenable, whether 
he is prosecuted or not. Some now expect 
deputy president (and newly appointed 
transport minister) Ling Liong Sik to 
seize the opportunity to become presi- 
dent before the general election. 

But for the meantime, at least, 
Mahathir is continuing with his plans — 
which look like the beginning of an elec- 
tion campaign — visiting Seremban, in 
Negri Sembilan, on 25 January to hold a 
"traditional rally." The prime minister 
will also hold another rally in the National 
Stadium in Kuala Lumpur on 29 Janua 
to explain “his successful visit to Chi 
last November," deputy minister in the 
Prime Ministers Department — and 
fierce Tan opponent — Tan Tiong Hong 
told the REVIEW. 

But in the wider background lurk 
many new imponderables. Mahathir has 
been meeting many senior notables from 
his dominant United Malays National 
Organisation (Umno). Many feel the slip- 
page in electoral support for the National 
Front has accelerated in recent weeks, 
not least because of Tan's crisis but also 
because of other difficulties — such as the 
decision by the cabinet to release the 
Bank Bumiputra Malaysia's committee 
of inquiry report, under pressure from 
the committee chairman Tan Sri Ahmad 
Noordin Zakaria (page 67). 

Mahathirs decision to hold rallies 
throughout the country reminded some 


_ of the last occasion he chose such a stra- 


tegy: during the height of the 1983-84 
constitutional struggle with the countr — 
nine sultans, at that time the biggest cri 
of Mahathir's prime ministerial career. 

Tan's arrest was preceded in Kuala 
Lumpur by an unexpected political move 
which may now assume even more im- 
formal talks between MCA 
and its former political rival Gerakan on a 
possible merger. 

As Tan and Gerakan president 
Datuk Lim Keng Yaik emerged from 
the first meeting of the MCA-Gerakan 
Joint Council on 15 January, they *un- 
animously agreed that merger of MCA 
and Gerakan will be given top priority 
by both parties." They also agreed to 

"immediately cease petty squabbles" 
and to “meet again and again | to further 
discuss steps towards merger.’ 

Sudden talk of an actual merger sur- 
prised even some well-placed MCA of- 
ficials. “One minute we were just con- 
sidering the idea, now we are Me 
implementation." 

Outwardly, leaders on both sides 
take the Aus feriae moug to ka 

















nerger in pu Jic 
Heir pre-election performance 
the obvious test for an eventual. 
These representatives of Malaysi 
million Chinese each have the 

reasons for wanting the pac up 
breathless pace, and there 








The MCA needs a quick image Boost 
: m the ane community. g the 
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os — Emerging fighting a 
= exercise, the MCA is fa 
— of organising a party machinery and 





wi h the task 


building 2 a Posen ne with | 





uM And Geel ilie bravado si up by 
senior party leaders — “the MCA is not 
st Tan, its all of us” — Tan's financial 
edicament is seriously worrying more 
junior party officials, who are staring at 
E elections without private funds from 
< Tan. 
. The Gerakan, in turn, will benefit by 












s avoiding the harassment of MCA field- 





seats allocated to the Gerakan under 
the National Front electoral pack in 
which government parties do not stand 
ean each other. | 





In Hongkong, any more jitters on the 


Singapore and Kuala Lumpur stockmar- - 


kets — where prices opened lower on the 
morning after Tan's arrest — would raise 
the- pressure for completion of a Peking- 
-led bailout of the Ka Wah Bank which is 
heavily exposed to Singapore and Malay- 
sian borrowers, including Tan. 
The Chína International Trust and In- 
vestment Corp. (Citic), a Peking-owned 
investment bank, said on 8 January that it 
as negotiating to take over and recapital- 
the Low family’s bank, after bad debts 
swallowed up most of Ka Wah's HK$530 
million (US$68 million) net worth and an 
earlier attempt to bring in outside in- 
vestors had foundered (REVIEW, 23 
Jan.). Ka Wah's main problems lie with 
some of its Singapore and Malaysian 
borrowers, who account for more than 
half its HK$3.2 billion loan portfolio 
and whose own finances are now being 
cb irs by the stockmarket crisis. 
Analysts worry that any more deterio- 
ration in Ka Wah's balance-sheet might at 
^best set back negotiations on the Citic 
“= deal. They suggest that Citic, which has 
; no obvious need for a commercial bank- 
“ing subsidiary in Hongkong, may not 
. even have been a particularly willing 
party to the bail-out in the first place, but 
. was urged into it by the Peking and Hong- 
- kong governments. The Hongkong Gov- 
ernment has already taken over three col- 
. lapsed local banks in the past two years, 


he burden. 


and may have asked Peking to share part. 


Ang MC A candidates as independents in |. 





By Guy Sacerdoti in Capas, Tarlac province 
n 15January, Jeremias de Jesus was 
‘brutally murdered in broad day- 

light by an unidentified man wearing 


paramilitary uniform in a small barrio in | 
Tarlac province. De Jesus, a campaign or- | 


ganiser for the opposition presidential 
candidate, Corazon Aquino, had earlier 
received death threats from people al- 
leged to have links with the ruling partv 
— Kilusang Bagong Lipunan (KBL). 
Election-related violence is certainly 
not new to the Philippines and has been 
a perennial problem along with ballot- 
box stuffing. Switching of boxes after 
the polls close and pre-arranging official 
tally sheets before votes are counted have 
also been prevalent in previous elections. 
Despite calls for a clean and honest 


election from all quarters, the Commis- | 


sion on Bicone: (Comelec), the offi- 
cial supervisory body, will have its 
hands full on election day. School 
teachers who act as poll clerks have al- 
leged that many of them have been paid 
several hundred pesos each by officials 

to "ensure the count reflects the proper 
results." Domestic helpers and drivers 
in Manila also report that they have 

been offered money to vote for Presi- 
dent Ferdinand Marcos. 

Filling election rosters with extra 
voters — the so-called flying voters be- 
cause they travel from precinct to pre- 
cinct voting more than once — has also 
been a traditional means of padding re- 


sults. And, in areas where powerful re- 


gional warlords reign, intimidation by 
armed security forces has been used to 
keep the vote securely in one camp. 

But polling on 7 February will have 
more built- in safeguards than any previ- 





o arise despite efforts at clean polling 


was dropped as being too e 

























ous Philippine election. The 
Citizens Movement for Fre 
(Namfrel) — the independes 
group — will be pad again. 
ibd : s. TE 














official talles: were e coli t 
vincial level. This time aroun 
Comelec has agreed to give | Na 
copy of the precinct tallies 
against possible tamper 
Namírel aims to hav 
50% of the 90,000 p 
throughout the country, 
two private firms’ nationw 
works (with 600 offices) to : 
to Manila, where Namfrel will t: 
votes by computer. A P40) 











































(U5$2.1 million) computer system 
looked at by the Comelec as w 
p 
lamfrel offered to share its syste 
Comelec, but arguments over 
would control the system have k 
issue unresolved. 
But Namírel has come un 
from the KBL machinery as be 
partisan — in favour of Mrs A 
Namfrel chairman Jose Concepei 
local industrialist, has in the past 
supported many of the political s 
Mrs Aquino now proposes for go 
ment, and a KBL-inspired mover 
calling for his resignation is build 
One f pad worrying Namfr 
role of the military on polling 
cially, the Armed Forces of ti 
pines are supposed to be c 
barracks except to vote, or to 
any disruption to poll ing by | 

















































































supposed trouble spo 


ea tro ots has beer 
influenced voter prefer- 


found to have 


security to the Philippine Constabulary 
nd Integrated National Police. 

. But a new element in this year's vote 
will be that of the Reform AFP Move- 
nt (RAM), which surfaced publicly 
| March 1985. One of its aims is to 
make the AFP more professional in its 
counter-insurgency role, while building 
"a non-partisan reputation. 

- The RAM, which claims member- 
ship of 70% of the officers commis- 
sioned since 1972, has launched a pro- 
gramme named Kamalayan '86 (or Con- 
sciousness '86). to impress on active ser- 
cemen the necessity of not interfering 
with the election process. Its objectives 
are to build public understanding of 
lection issues, maximise voter registra- 
tion and to urge people not to sell their 
otes. The RAM intends to hold 
prayer-seminars" in camps, inviting 
local Comelec and Namfrel officials to 
speak on the need for clean elections. 


‘he opposition has made use of the 
Mf Catholic church to counter Marcos’ 
-accusations that Mrs Aquino has com- 
munist advisers. Manila's Archbishop 
Cardinal Jaime Sin, in a strong pastoral 
etter has virtually accused the Marcos 
camp of trying to buy votes and intimi- 
‘date voters. Read in churches through- 
out the country during mass on 18 


/ery sinister plot by some people" to 
rustrate the elections. "Already money 
chas flowed freely into the hands of 
teachers, barangay [village] officials 
and the common people to induce them 





nd black propaganda used by some 
juarters agains? opponents who are, on 
e other hand, deprived of adequate 
iccess to media.” 

. Echoing one of Mrs Aquino's cam- 
aign slogans, Sin said the election 
hould "not [be] one more national 
ndal and offence to God but a new 
ginning." But his strongest statement 


ng that "if a candidate wins by 
ating, he can only be forgiven by 
if he renounces the office he has 
tained by fraud.” Sin also reiterated 
tand that the acceptance of money 
$ not oblige anyone to vote for a 
rticular candidate. : 
Whether the message from the 
ch will be able to counter any offi- 
| intimidation is open, to question. 
ores of US observers are expected in 
1€ country to watch the election and to 
port on the fairness of the ballot to the 
Congress, but the impact they will 
e is far from clear. Unlike the 1984 
lections, poll observers this time will 
€ kept 50 m away from the polling sta- 
ons. | 











January, the letter said that “there is a | 


© support particular candidates .., Al- 
ady we have seen, heard and read lies. 


reserved for “the party in power," - 
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| oter pr: . Mass reaction to campaign rallies is varied. 
ence. This vear, Marcos has limited poll. | Mass reactio - Campan e vs e 


By Guy Sacerdoti in Dagupan City, Pangasinan province 


V eteran aides of President Ferdihand 
Marcos warn that campaign rallies 
should not be taken too seriously. The 
majority of the electorate lives in the 
countryside, while rallies are usually 
urban. Ultimately, they say, it is the po- 
litical organisation which brings out the 
vote. "E | 
But the rallies in the closing weeks of 
the presidential election have highlight- 
ed the differing styles of Marcos and his 
opponent, Corazon Aquino, and have 
identified the problems Marcos faces if 
| 
| 


he is going to amass any significant 


urban support. | 

The campaign trail in some tradition- 
ally pro-Marcos regions as well as oppo- 
sition bastions, shows that support for 
Mrs Aquino is broad-based and the 
emotional spontaneity of her supporters 
sometimes borders on religious hys- 
teria. In contrast, the reaction to the 
well-orchestrated government rallies is 
a subdued one. Participants are fre- 
quently trucked to Marcos rally sites, 
given campaign shirts and crammed into 
stadiums and parks where they spend 
most of the time watching variety shows 
featuring nationally known entertainers. 








By Margaret Scott in Bislig, Surigao del Sur province 


he farmers and townspeople in this 
.& province hugging the coast of north- 
eastern Mindanao, dubbed it a "Cory 
holiday." Corazon *Cory" Aquino and 
salvador “Doy” Laurel, her running 


mate in the upcoming presidential elec- - 


tion, flew to Bislig on 16 January and the 
town broke its routine to take notice. 

In this area which is renowned as a 
bastion of the New People’s Army 
(NPA), the military arm of the Com- 
munist Party of the Philippines, support 
for Mrs Aquino has swept through the 
barrios with a force akin to that of the 
heavy rains pelting down on the 10,000- 
odd people jammed around a makeshift 
outdoor stage for a glimpse of the 
woman seeking to end the 21-year rule 
of President Marcos. 

Just about everyone in Bislig, a town 
of some 84,000 people and the largest 
population centre in the province, ap- 
pears to predict a huge victory for Mrs 
Aquino. And just about everyone 
quickly qualifies the prediction by say- 
ing her victory depends on a fair elec- 
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that the election will be rigged by the au- 
| thorities. 





tion. There is widespread suspicion here 


ganisation — to boycott the election. 


In this capital of Pangasinan pro- 
vince, Mrs Aquino's 3 January rally and 
Marcos [16 January rally illustrated 
their contrasting styles. . 

Starting on the outskirts of the city, 
Mrs Aquino and her running mate, Sal- 
vador Laurel, were greeted at a.local 
Opposition organisers’s home with.-an 
80-piece college drum-and-bugle corps 
blaring out songs.associated with the re- 
turn of assassinated leader Benigno 
Aquino and the nationalist Bayan Ko. 
the theme of anti-Marcos. sentiment. 
The. motorcade through the town 
brought thousands into the streets, with 
downtown-shops showering the candi- 
dates with yellow confetti as they rode 
on the back of a small truck flashing the 
Laban (fight) sign. As the para 
wound its way to the rally spot an hour 
later, the place was so crowded that the 
candidates had to struggle to reach the 
















chants of "Cory, Doy, Cory Doy. 

Some people shouted out to the foreign 
correspondents: "Marcos. is the com- 
munist" — referring to Marcos’ state- 
ments that Mrs Aquino is being used by 





According to may local people, sol- 
diers have been threatening to arrest as 
rebels those voung for Mrs Aquino. 
Also, money from Marcos' political 
machine, the Kilusan Bagong Lipun; 

(KBL) party , has filtered down to Bis- 
lig, according to a local school teacher, 
who will be collectin | Nc 








standing that the pr 
at her polling station... . | 
For the people of Mindanao, bat- - 
tered by poverty and the armed clashes 
between insurgents and government 
forces, Mrs Aquino's candidacy offers 
respite and hope. Despite sympathy 
among the residents for the NPA gueril- 
las who oppose the election, hardly 
anyone talks of boycotting the elec- 
tion. — T | 
For the opposition, Mrs Aquino's 
campaign has spawned a coalition in- 
cluding members of the leftist Bagong 
Alyansang Makabayan (Bayan), the 
Liberal Party and the United 
Nationalist Democratic Organisation 
(Unido). Despite the national policy of 
Bayan — the largest leftist political or- 















communists — and *Salvage Marcos," a 
refegence to alleged salvaging (or kill- 
ings) by the military of communist sus 
pects. 

Laurel began with the routine ac- 
colades for local politicians on stage. 
The crowd interrupted Laurel’s pointed 
barbs against Marcos — the president's 
alleged wealth stored abroad, his re- 
writing of the constitution in 1973, his 
decree*powers and the state of the econ- 
omy — with chants and cheers. | 

Laurel, raising his voice above the 
chants, said it was all right to have voted 
for Marcos in 1965, 1969 and 1981 when 
he ran for president, but now it was the 
people's responsibility to vote with their 
conscience to correct their mistake. 

Mrs Aquino, who-was greeted by 
screams and raised hands, spoke in her 
sing-song style for 45 minutes recount- 
ing the life and death of her late hus- 
band. The crowd listened to her in 
Silence, with some who heard her ver- 





Mrs Aquino; Marcos: contrasting styles. 
local Bayan leaders here are actively 
campaigning for Mrs Aquino. Jun 
Pimentel, Bayan's chairman in Surigao 
del Sur, said Bayan members in most 
^"Ovinces of Mindanao, remembering 

e failure of the boycott in the 1984 na- 
tional assembly elections, are not en- 
dorsing the boycott this time. 

Surigao del Sur, a province shaped 
like a jagged knife, has become a violent 
place. Many in the province wonder 
what effect the election will have on the 
tense tug-of-war between the govern- 
ment and the rebels that has invaded 
everyday life in this province. The signs 
of the insurgency are plentiful. Last Oc- 
tober, the provincial governor, Gre- 
gorio Murillo, was assassinated, and the 
NPA claimed responsibility. 

The Paper Industries Corp. the 
Philippines (PICOP), Mindanao’s 
largest employer and holder of a 180,00- 
ha timber concession in the hills stretch- 
ing out from Bislig, has established a 
157-man private army to patrol the area 
that has become a haven for the NPA. 
So far, PICOP claims eight guards have 
been killed by the rebels and P20 mil- 
lion worth of logging equipment has 
been burned in retaliation for the com- 
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sion for the first time becoming misty- 
eyed. y 

The Marcos rally at the same venue 
drew a slightly larger crowd. Many were 
young, brought in*from outlying rural 
areas, and some told the REVIEW they 
were there for the entertainment. Bert 
Marcelo, the country's foremost come- 
dian, was the master of ceremonies for 
the two-hour show before Marcos ar- 
rived. 

The song-and-dance show was in- 
terspersed with Marcelo's jokes and 
practised chants and cheers for Marcos 
and his running mate Arturo Tolentino. 
Except for a few hardcore supporters 
placed near the the stage, the crowd 
appeared largely indifferent to the slo- 
gans. The show also included a few 
songs by Imelda Marcos. Minister of 
Labour Blas Ople told the REVIEW at 
the rally: “The groundswell for Cory 
doesn't bother us,” though he looked ir- 
ritated when told of the reaction to her 
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pany's refusal to pay "revolutionary 
taxes." 

Plentiful, too, are the signs of 
counter-insurgency. Surigao del Sur is 
part of Region XI, considered a “critical 
area" by the Armed Forces of the 
Philippines (AFP). More than 2,000 
AFP soldiers are stationed in the pro- 
vince, a military presence augmented by 
members of the Philippine Constabul- 
ary, the paramilitary force, and the 
Integrated National Police. 

"We are living in an occupied zone 
and the revolution has already started,” 
said a local priest. "In the countryside, 
most people have already been forced 
to choose sides and they have chosen 
the NPA. I don't know if the election 
matters." 

But the opposition coalition in the 
province insists that the election matters 
a great deal. Kagawad de Gracia Jr, Mrs 
Aquino's campaign coordinator for the 
province, said the election is the last op- 
portunity to forge a moderate alterna- 
tive. “The response Cory is gétting 
everywhere she goes shows the people 
don't want a revolution, they just want 
change," he said. 


Region XI, which encompasses 


rally in the same plaza on 3 January. 

Tourism Minister Jose Aspiras said 
his province of La Union will vote 97% 
for Marcos. An assemblyman from the 
mountain province of Abra said he will 
do better — 99.6% for Marcos. How- 
ever, another campaign organiser said 
privately that *assuming no disaster," 
the Marcos side was aiming at a 65% 


share of the popular vote. A larger land- . 


slide could raise questions of credibility 
abroad, the reasoning goes. The tough 
campaign schedule for Marcos was "to 
show the people he is not dead, that he 
can still get around.” 

When Marcos arrived, he was car- 
ried through the crowd on the shoulders 
of security men. Marcelo led the cheers, 
this time getting the crowd to join in. 
Marcos, his face wincing with pain, tried 
to keep his hands raised and away from 
people trying to shake them. The presi- 
dent was then carefully lowered upright 
on the stage. While an aide placed a 
portable ^ bullet-proof screen 
in front of him, Marcos’ nurse 
treated his hand which had started 
bleeding. When he recovered Mar- 
cos made an rege speech, 
playing on the themes of the com- 
munist threat and Mrs Aquino's 
political inexperience. The crowd 
was milling around, many paying 
scant attention. But elsewhere, the 
political organisation was still at 
work. o 


northeastern Mindanao and 
stretches south to Davao, includes 
1.74 million voters and 5,120 poll- 
ing stations. Surigao del Sur has 
170,000 voters scattered among 19 
municipalities. The opposition has 
been organising rallies in barrio after 
barrio. The KBL, on the other hand, 
has been quiet in its caņpaigning. There 
have been very few KBL rallies, with 
party leaders instead concentrating on 
their long-standing organisation of 
Barangay captains to turn out the vote 
for Marcos. 

Throughout the province charges 
and counter-charges have been ex- 
changed over whether the military or 
the NPA presents the greater threat to à 
fair election. According to Gracia and 
Felicidad T. Pimentel, a member of 
Unido who became the provincial gov- 
ernor after Murillo's assasination, it is 
the military. 

But Brig.-Gen. Renaldo Dilan, the 
AFP commander in the province, con- 
tradicted their assessment. He said his 
forces were preparing for widespread 
raids of polling places by the NPA on 
election day. Dilan is devising a plan to 
reduce the number of polling stations in 
the province, a move he said was neces- 
sary so that each polling station could be 
adequately protected by the military. 
Opposition leaders said Dilan's propo- 
sal was an attempt to thwart residents' 
ability to cast votes. o 
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Unmoved or uninterested 


Neither public nor parliament listen to the territory's case 


By James Bartholomew in London 


two-man delegation representing 

the approximately 6,000 Indians 
and 4,000 other non-Chinese residents 
of Hongkong have failed to persuade 
the British Government to grant them 
British. citizenship. The British. Gov- 
ernment was unmoved by their lobby- 
ing and the British public uninterest- 
ed. 

The delegation, consisting of K. Sital 
and Lachman Narain, timed their visit 
to London to coincide with a House of 
Commons debate on an Order in Coun- 
cil affecting the nationality of Hong- 
kong people. They managed to gain 
quite a lot of sympathetic interest on the 
part of members of parliament, but the 
indifference of the press and people 
to the issue was reflected in the fact 
that only one of the four "quality" 
newspapers reported the commons de- 
bate. 

While the debate was broadcast live 
on Hongkong radio in the small hours of 
the morning and listened to with in- 
terest, it went almost unreported in Bri- 
tain. The lobbyists achieved a few radio 
interviews and a newspaper feature or 
two but only The Times did a parliamen- 
tary report on it. 

The concern of the Indians and other 
non-Chinese is that while being granted 
right of abode in Hongkong under the 
Sino-British agreement on the return of 
the territory to Chinese sovereignty in 
1997. they may not have citizenship of 
any country at all. Their travel docu- 
ment will be issued by a power (Britain) 
which after 199? will have no authority 
in Hongkong. The minority communi- 
ties have been under the impression that 
China is unlikely to offer them citizen- 
ship — which few of them would want to 
accept in any case. 

They argue that Britain, as the na- 
tion currently responsible for them and 
the nation which, in many cases, took 
their forefathers to Hongkong in the 
first place, has an obligation to them. 
"We have to appeal to British moral- 
ity," said Narain at a press conference. 
This sort of appeal, however, is not a 
winning one in Britain. 

The argument did receive some sup- 
port from the Labour and other opposi- 
tion parties which divided the house for 
a vote — which the Conservative major- 
ity easily carried. But the opposition 
could speak without any danger that 
Rey would have to do what they argued 
Or. 

The government, meanwhile, was 
unmoved. “The government is not per- 
suaded it would be right to grant Bri- 
tish citizenship to those British De- 
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pendent Territories Citizens [BDTC;] 
who are not ethnically Chinese," said 
David Waddington, minister of state 
at the home office, during the de- 
bate. 

Ostensibly his argument was based 
on the assurances in the Sino-British 
agreement. “They [the non-Chinese] 
want to continue to live in Hongkong." 
he said, “The joint declaration guaran- 
tees their right to do so. British citi- 
zenship cannot help them in this re- 
gard." 

But under this legalistic language lies 
the root of strong resistance to any pos- 


Hongkong Sikhs: a question of obligation. 


siblity of immigration to Britain by any 
non-white people whatsoever. The 
brutal fact of the matter is that if the 
10,000 non-Chinese of Hongkong were 
white they would stand a much better 
chance of getting British citizenship by 
one means or another. If they were 
white and their forefathers were British, 
then they would be welcomed with open 
arms. 


he only crumb of comfort offered 

to the Indians and other non-Chinese 
was Waddington's statement that if any 
"British nationals" (a phrase intended 
to include most non-Chinese in Hong- 
kong) were one day "forced" to leave 
Hongkong, then *we would expect the 
government of the day to consider sym- 
pathetically whether to admit such peo- 
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ple on a case-by-case basis in the light of 
particular circumstances.” Even, this 
eautious Statement carries little weht 
since Waddington’ may well have no 
influence on later governments and his 
expectations may prove to be incor- 
rect. 

While the: British Government dis- 
appointed the Indians, it was more ac- 
commodating ‘on another issue. The 
Hongkong Legislative Council (Legco) 
had proposed an endorsement in the 
proposed new British National Over- 
seas (BNO) passport to show that the 
holder does not need entry clearance to 
enter Britain. Waddington did not want 
any such endorsement to appear to 
waive the powers of immigration offic- 
ers at points of entry, but he did say: 
“We shall think about the matter care- 
fully, in case we arrive at an acceptable 
formula." 

This statement is taken as a very 
clear hint that an endorsement of some 
sort will indeed be added to the. 
proposed passport. 





a 
> 


> Emily Lau writes from Hong- 
kong: Britain’s rejection of the 
Hongkong Legco requests to 
grant the right of abode to non- 
Chinese ethnic minorities and 
400 ex-servicemen was casti- 
gated as a failure to discharge its 
moral responsibility. and “a 
complete abandonment of Bri- 
tain's right to be called a 
civilised nation" by the unoffi- 
cial (non-civil servant) mem- 
bers of the Executive and Legis- 
lative councils (Umelco). The 
Executive Council (Exco) s the 
equivalent of the Hongkong 
cabinet and Legco is the law- 
making advisory body. 

Some Legco unofficials had 
favoured sending a delegation 
to plead their case in London, 
but were defeated by their col- 
leagues in a vote of 20 to 13. Ay 
pointed Umelco member Alle.. 
Lee said the unofficials could put 
more pressure on London if they 
could enlist the support of the 
Hongkong Government, and this would 
best be done by passing a resolution in 
Legco with government support, rather 
than sending a delegation to London. 

An impression was given that the 
government, by not opposing the resol- 
ution, was supporting its demands. But 
later a senior Hongkong official said 
that in voting with the unofficials, the 
only support the government gave to 
them was to agree to convey their mes- 
sage to London, not to support the con- 
tent. 

Some unofficials, while admitting 
they probably would not have achieved 
much by going to London, said the use 
of Exco unofficials to block the trip 
brought back memories of a similar at- 
tempt in 1981 when the then governor 
Sir Murray MacLehose successfully 
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stopped Umelco members lobbying in- 


London against the British Nationality 
Bū which proposed to create threg 
categories of citizenship. 

One indirectly elected unofficial said 
the pro-British and the pro-Chinese had 
banded together to thwart the latest trip 
to London — the pro-Chinese faction so 
as not to be seen to be begging favours 
from Britain, and the pro-British so as 
not to embarrass their friends in Lon- 
don. 

Legco elected unofficials Martin 
Lee, Desmond Lee, Szeto Wah, 
Richard Lai, Hui Yin-fat and Conrad 
Lam say if Britain refuses to give Hong- 
kong any concession on the BNO issue, 
they would not recommend the BNO 
passports to the Hongkong people. 
Such a move is unlikely to get unanim- 
ous Umelco backing. Some members 
say it would be a pointless exercise and 
might bring a loss of face since some 
Hongkong people would probably ac- 
cept the new passport. 


am, a district board member and 
Lu holder of a BDTC passport, says if 
none of their demands are met, as a sign 
of protest, he will not trade in his BDTC 
passport for a BNO passport which will 
be available from July 1987, nor recom- 
mend the BNO passport to the Hong- 
kong people. 

Lam says the status and the effective- 
ness of Legco is at stake, and the unoffi- 
cials must do something to show the 
people of Hongkong and to show Lon- 
don and Peking that they are still a force 
to be reckoned with. “We must con- 
tinue to fight for our reasonable de- 
mands and to ensure that we will not 
be disregarded in future issues," he 
said. 

He dismisses anxiety that a Legco re- 
jection of the BNO passport would 
create instability in Hongkong, though 
he admits that it is a very sensitive sub- 
iect. "It may demonstrate that there is 

»me problem with cooperation be- 
.ween Legco and the British Govern- 
ment, but it should not create any unrest 
in the community," he says. 

Lai, a district board member, said 
the Hongkong Government might be al- 
lowed, on behalf of the future Hong- 
kong Special Administrative Region 
(SAR), to issue the SAR passport be- 
fore 1997 to give the Hongkong people 
an alternative. He said the SAR pass- 
port might turn out to be more useful 
than the BNO passport. 

Other district board members say 
the BNO issue cuts no ice with the 
Hongkong public. Board member An- 
thony Ng said the Hongkong people 
were very practical and they realised 
there was not much to gain in the pre- 
sent debate. He reiterates the demands 
he made last October: the British Gov- 
ernment should first approach third 
countries on the acceptability of the 
BNO status before offering it to the 
Hongkong people. Oo 
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Turning on the heat 


Opposition MPs are charged with violent action 


» 
By Shim Jae Hoon in Seoul 


Tx opposition New Korea Demo- 
cratic Party (NKDP) is facing a crisis 
following the indictment of seven of its 
members of the national assembly on 
15 January on charges of assault and 
battery and obstructing officials from 
carrying out their duties. The charges 
arose from the violent scenes which fol- 
lowed the passage of the 1986 budget 
bill in early December. 

The charges — brought under the 
Criminal Code, ignoring the usually 
honoured parliamentary privilege for 
actions inside the assembly — follow the 
defection on 31 December of 12 other 
NKDP MPs, further threatening the 
largest opposition group in the 276-seat 
assembly, which is already reduced to 





The two Kims: dissident godfathers. 


90 members from its previous 102. If 
any of those charged is given a prison 
sentence he will automatically not only 
be stripped of his assembly seat but bar- 
red from running in the next election. 
On top of the charges against the 
seven, 10 more NKDP members are ex- 
pected to be further investigated in the 
next few weeks, with the likelihood of 
two or more facing related charges. In 
addition, another four members are fac- 
ing various criminal charges which also 
could lead to them losing their seats and 
further weakening the opposition, 
which has been planning an assembly 
campaign for revision of the constitu- 
tion — which provides for indirect elec- 
tion of the president — before the next 
election in 1988. 
The December 


defections were 





significant in that they brought the 
NKDP's strength to just two seats below 
the one-third of the 276 seats in the as- 
sembly needed to block constitutional 
amendments as well as being able to call 
the house into session or table a motion 
of no confidence in the cabinet. Further 
losses in strength would mean this goal 
will recede even further. 

A party spokesman described the 
latest moves as part of a conspiracy to 
“slowly strangle the NKDP," while 
another close aide of party president 
Lee Min Woo added: “This is appa- 
rently a part of tactics to cut our strength 
bit by bit on the eve of the struggle on 
the constitutional front. Furthermore, 
party leaders see the government moves 
as intentionally turning the NKDP more 
radical, and then using this as a pretext 
for cracking down on it. 

“The government is doing every- 
thing possible to drive us to hold street 
demonstrations,” said Lee, who in the 
10 months since the 12 February 1985 
general election has maintained a cen- 
trist course of dialogue with President 
Chun Doo Hwan on the constitutional 
issue. While the ruling Democratic Jus- 
tice Party (DJP) refuses to take up the 
issue inside the assembly, the president 
in his New Year speech categorically re- 
jected the opposition bid, saying discus- 
sion of a constitutional revision could be 
permitted in 1989, after he had retired 
and a new president has been elected 
under the present constituion. 

What many here see as rising pres- 
sure on the NKDP seers apparent from 
the fact that those charged are mostly 
hardliners loyal to Kim Dae Jung and 
Kim Young Sam, the dissident “god- 
fathers" who advise the party from the 
outside. Kim Dae Jung is barred from 
Joining any political party, while Kim 
Young Sam has so far declined to do so. 

The charges stem from a series of 
melees that erupted inside the national 
assembly on 26 November at the 
budget settlement committee, on 29 
November at the finance committee, 
and on 2 December over passage of the 
budget bill, and were sparked off by 
what the opposition claims were either 
unconstitutional moves or at least 
“sharp practice” by the ruling party. 

The DJP chairman of the finance 
committee, Kim Yong Tai, while debat- 
ing an important measure in favour of 
debt-ridden big business groups, asked 
NKDP members to leave the chamber 
so he could hold a caucus of his party. 
While opposition committee members 
waited outside, he called the assembly 
into session and pushed the measure 
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on 2 December, 
with only its mem 


= chamber outside the plenary session 


hall, the DJP railroaded the Won 13.8 
trillion (US$15.5 billion) budget bill 
through without debate in just two 
minutes. 

In the uproar that followed, enraged 


$ | NKDP members grappled with and 
- | fought DJP counterparts and security 


agents, exchanged obscenities, smashed 
a window and rammed the door of a 
chamber with an ashtray stand. No one 


- | was seriously injured and nor was there 


significant damage, leading some vete- 


| ran spectators who had watched worse 
- | things happening inside the assembly 


hall to conclude that the whole episode 


| was “extraordinarily mild" by previous 


standards. 


: B ut the government played up the af- 


fair, making a big propaganda issue 


h | out of it by having the state-run Korea 


= Broadcasting System _ repeatedly 
show the rowdy scenes. In protest 
against the DJP action, opposition 


members started a sit-in inside the 


| chamber. On 12 January, the floor lead- 


ers of the two parties agreed to resolve 


.| the issue peacefully, and the NKDP 


called off its protest in exchange for an 
understanding that there would be no 
prosecutions. Again, they were double- 


— crossed, according to Kim Dong Yong, 


NKDP floor leader, with the charges 
against the seven MPs. 

The prosecution move was criticised 
as being excessively harsh even from 


E i people who normally support DJP. To 


many, charges designed to punish ac- 


tions of legislators inside the parliament | 


breached the principle of division of 
powers among three branches of gov- 
ernment — executive, legislative and 


- | judicial. x | 
. Not only do the seven risk losing | | 


their seats in the assembly, but in the 
case of one, Chang Ki Wuk, a lawyer 
busily defending scores of jailed student 
demonstrators, the minister of justice 
may even prevent him practising law for 


-= upto two years. In September last year, 


| Pak Chan Jong, another NKDP legis- 
| lator and lawyer famous for defending 
| dissidents, was likewise debarred after 


| indictment for allegedly inciting student 
unrest. 
| Predictably, Chun's uncompromis- | | 


| ing stand is helping to quicken the oppo- 





. sition’s pace on the campaign to collect | . 
| 10 million signatures demanding the | 
-= constitutional revision so that at least 
J. one of the two Kims could run and chal- 


lenge the government's candidate in the 


| next election. The indictment has had 


the effect of rallying the party around a 
radicalised leadership gripped in a 


E growing mood to fight it out, rather than 


talk it out. So far, Chun's refusal to talk 


. with Kim Dae Jung or Kim Young Sam | 
= | has left the party with few peaceful al- | © 
.| ternatives. ü 


ers present in a | 
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A political row erupts over the question of legitimacy 


By S. Kamaluddin in Dhaka 


n his first publicly partisan foray since lifting the ban on political activities in 
the New Year, Bangladesh President Lieut-Gen. H. M. Ershad, has raised a 
controvers A by questioning the legitimacy of the first post-independence gov- 
ernment 0 
tion, and while Ershad has since fought back with some success by elaborating 
on his statement, he seems to have lost the first round in the political debate. 
At a large rally organised by the newly launched, pro-government Jatiya 
Party (REVIEW, 16 Jan.), Ershad had said that some opposition leaders raised 


_ questions of legitimacy of his government. But, he commented, many people 


also questioned the legitimacy of the 1972 regime formed after Bang adesh 
was liberated from Pakistan. 


Khaleda Zia — widow of former president Ziaur Rahman — who heads an — 3 


opposition alliance of seven parties, criticised Ershad's views arguing that 
these were tantamount to casting doubts on the liberation war itself. Several 
intellectual groupings, including associations of lawyers, university teachers 
and students, rose to join the chorus. 

But a tough and direct rebuttal came from Awami League president, 


Hasina Wajed, whose late father Sheikh Mujibur Rahman was in jail during 


the liberation struggle and became the head of 
the first Bangladesh government on his release 
from detention in Pakistan in early January 
1972. Wajed, who also heads an opposition al- 
liance of 15 parties, admonished Ershad for try- 
ing to make the liberation struggle a controver- 
sial issue and urged the people to attack the cars 
of all government leaders. She also declared 
that her followers would launch a mass move- 
ment to oust Ershad's military regime. 

It could be viewed that Ershad was raising 
an essentially technical point. As he elaborated 
later, people of all shades of opinion, including 
the members of armed forces, had taken part in 
the liberation war. But after the war ended, it 
was only the Awami League which captured 
state power and did not form a national govern- 
ment. 

Moreover, Ershad pointed out, the procla- 
mation of independence in April 1971 — while 

the liberation war against Islamabad was still 


president of Bangladesh till the framing of a 
constitution, and in his absence the vice-presi- 
dent shall act as the president." This proclama- 
tion had not authorised the then president to bring in any changes, he added. 
In early 1972, he continued, a new president was appointed and Mujib became 
prime minister even before ‘the constitution was framed. “Was it not an illegal 
step?" Ershad asked. 

The controversy over legitimacy, which arose probably from a slip of the 
tongue by Ershad, appears to have dashed all hopes of a general election in the 
near future. While Ershad keeps talking about holding elections sometime this 
ye ar, and sources close to him believe that he is set on it, and Zia also says that 

er grouping is not against an election, both the opposition alliances are al- 


.. most sure to boycott the election if the government announces a firm polling 
. date. The alliances and the orthodox rightwing Jamat-e-Islami party are 


the country. Inevitably, this has raised the hackles of the opposi- | 


on — stated clearly that Mujib “shall be the - 








unanimous on one point: the election should be held under a neutral caretaker — * 


government and not the current military regime. 
A highly placed government source told the REVIEW that he believed the 


| poean had no alternative but to hold both the presidential and par- 


amentary elections in the near future. However, it is difficult for the au- - - 


. thorities to meet the opposition demand for a neutral regime to conduct the 
polls, the source commented. If the government was to hold the elections in — 
. the face of an opposition boycott, the credibility of the whole proces would he — 


open to question. 





Wherever you're considering 
a pharmaceutical project, Foster 
: Wheeler is just what the doctor * 
ordered to get the job done right. 

From bulk pharmaceuticals 
to finishing operations, prescription 
or OTC drugs, Foster Wheeler 
has the experience, specialized 
know-how and resources you need. 

' For two decades, major phar- 
maceutical manufacturers have 
turned to us for both large and 
small projects. 

Currently, we are responsible 
for the design, engineering, con- 
struction supervision, and overall 
project management of ACDIMA, 
a $335 million grassroots multi- 
purpose bulk antibiotics produc- 
tion and finishing plant in Iraq. 


This state-of-the-art-complex will 
use both fermentation and organic 
synthesis to supply a broad range 
of antibiotics. 

But regardless of size, every 
project is important to us. Our 
"Pharmaceuticals and Fine 
Chemicals Group" is a major 
division of Foster Wheeler SPEC. 
This specialty engineering subsid- 
iary provides the advantages of 
dealing with a small, flexible 
engineering firm backed by the 
worldwide resources of a Fortune 
500 company. 

Every client and every proj- 
ect, large or small, get the atten- 
tion they deserve. And our GMP 
Committee makes sure that every 
jobisin FDA compliance. 


And if you are considering 
the potential of biotechnology, 
Foster Wheeler's association with 
Applied DNA can provide you à 
fully integrated biotechnological 
service from conception to scale- 
up to a completed plant. 

Whatever your pharmaceuti- 
cal needs, Foster Wheeler has the 
right prescription. 

We speak your language. 


Foster Wheeler Asia Limited 
Hong Kong — Ocean Centre 
Tel: 3-721-1711 Tlx: 37512 
Singapore — Shaw Centre 
Tel: 733-5216 Tlx: RS39292 
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We can fill any prescription, 
in any language. 
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A bank with twenty dealing rooms 
around the world is, to say the least, 
unusual. e 
A bank which fully harnesses this 
wesource to the benefit of its custom- 
ers is exceptional. 
Standard Chartered has not just 
the dealing rooms, but also the com- 








JAHRAIN SINGAPORE HONG KONG 








Kuunications systems, to deal on your 
behalf twenty four hours a day. Our 
alobewatch service will execute your 
stop loss or target orders in London, 
Hong Kong, New York and, if neces- 
sary, afurther seventeen major finan- 
cial centres. 

We can also arrange for you to deal 
directly with a Standard Chartered 
dealing room outside your local time 
zone. 

And because of the depth of our 
involvement in so many ofthe world's 
key economies, no other bank can 
trade continuously, on both a spot 
t forward basis, in a larger number 
of currencies. 

Foreign exchange dealing is one of 
the many ways that Standard Chart- 
ered co-ordinates the strengths of a 
network of 2000 branches in over 60 
countries - to give you a more flex- 
ible, imaginative and commercially 
valuable service. 

To find out more, contact your 
nearest branch. 


Standard % Chartered 
STRENGTH IN DEPTH ACROSS THE WORLD. 


STANDARD CHARTERED BANK, HEAD OFFICE: 38 BISHOPSGATE, LONDON EC2N 4DE. 
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Quiet, understated luxury. 
Yes, the style and service 
for which Westin are renowned 

returns to Singapore — in 
exciting Raffles City, the 
crossroads of the business and 
shopping districts. 

The Westin Plaza will 
house the most tastefully 
decorated rooms in 
Singapore. Space and 


Í amenities will surprise even 


the most discriminating 
traveller. They include a fully 
equipped 24 hour business 
centre, a multi-tiered 
shopping promenade, and a 
health and sports club with 


ext) 
129 six tennis courts, four squash 


courts and two swimming 
pools. 

Each of the eight 
restaurants and lounges will 
provide the finest dining and 
entertainment in Singapore. 
From Chinese and Japanese 
to Italian and French cuisine. 
As you'd expect from Westin 
— and The Hotel in 


Singapore. 


THEWESTIN PLAZA 
s CITY 
ngapore 





PREVIEW 
OFFER 


As a preview offer we would 
like you to enjoy some of the 
finer qualities of life for less. 
Guest room rates start at 
S$140 single, S$165 double, 
subject to government tax 
and service charge. 
During the next few 
months the following 
guest room price reductions 
will apply. 


50 Uo in February. 
409 in March. 
30 Uo huis May and June. 
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2 STAMFORD ROAD SINGAPORE 0617. TEL: 338 8585 TELEX: RS 22206 RCHTLS. FOR MORE INFORMATION, CALL YOUR TRAVEL AGENT OR WESTIN HOTELS RESERVATIONS. 
OTHER WESTIN HOTELS IN ASIA: CHOSUN, SEOUL; TOKYO PRINCE HOTEL, AKASAKA PRINCE HOTEL, TOKYO; PHILIPPINE PLAZA, MANILA; THE SHANGRI-LA, HONG KONG. 
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€ RONALD Reagan says that Libya is 
behind the recent terrorist outrages at 


: Rome and Vienna airports and is push- 


g for sanctions against Tripoli; most of 
America's allies appear unconvinced of 
the degree of Col Gaddafi’s complicity. 
Perhaps they understandably feel that 
the phrase “military intelligence" is a 
contradiction in terms. 

A vivid demonstration of this can be 
found in the pages of Air Force 
Magazine, a monthly publication of the 
US Airforce Association. Some time 
ago it published a military appreciation 
of Argentina which, after stating “there 
is no real military threat to Argentina," 
mentioned the border dispute with 
Chile and continued: 

"There is another quarrel, this time 
with the United Kingdom over owner- 
ship of the Falkland Islands . . . Like the 
argument with Chile, this business of 

e Falklands, or Malvinas, is not likely 
«v cause shots to be fired.” 

That memorable passage occurred in 
the April 1982 edition of Air Force 
Magazine. Barely had the ink dried on 
that issue — on 2 April 1982 — the 
Argentinians invaded the Falklands, 
also occupying South Georgia. The Bri- 
tish Task Force counterattacked and the 
Argentinian troops surrendered on 14 
June of the same year. A masterly piece 
of military appraisal. 
€ ON the same theme, the Hongkong 
Government is hinting that it intends to 
squeeze even more income out of the 
Cross Harbour Tunnel. Allegedly to re- 
lieve traffic congestion, in mid-June 1984 
the HK$5 toll was doubled by the impo- 
sition of swingeing HK$5 tax. Already 
the deterrent effect of this revenue-rais- 
ing move is wearing off and traffic levels 
are nearing those of 1983-84 again. 

Back in mid-1950s, when the idea of 
building a cross-harbour tunnel was first 

ooted, a selection of senior civil ser- 
..hts headed by J. J. Cowperthwaite 
(later to be knighted and to become Fi- 
nancial Secretary) examined the idea 
and in May 1956 produced the Report of 
the Inter-Department Working Party on 
the Proposed Cross-Harbour Tunnel. 
Solemnly it projected statistics for 1965: 
for population (3.1 million — a 21.3% 
error). for total vehicles (35,000 maxi- 
mum — a 151.5% error), of cross-har- 
bour passengers per year (35 million — 
a 48.6% error). The bureaucrats sum- 
med up their report: 

"Our final conclusions are: that a 
tunnel would be unlikely to pay for itself 
in the foreseeable future; that a tunnel is 
not of adequate economic or commer- 
cial importance to justify the guarantee 
of a subsidy . . . [and that] early im- 
plementation of the original proposal to 
provide a second vehicular ferry service 
should be considered." 

The tunnel was finally built, by pri- 
vate enterprise, and opened in 1972, 
quickly becoming a vital economic and 
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commercial facility — and hugely pro- 
fitable. So much fawaofficial wisdom. 

€ WE have our fun with the crimes 
done to the English language in this part 
of the world, but the English themselves 
commit murder on their own tongue, 
and some delightful examples were re- 
cently published by Dr Florence Ram 
Aluwihare and published in the Sri Lan- 
kan newspaper The Sun on 30 Novem- 
ber '85. They were collected by a senior 
health visitor to a London-area Family 
Health Centre and are authenticated 
extracts from letters addressed to the 
Milk Board: 

» Please send me form for cheap milk 
as I am expecting mother. 

> Please send me a form for supplying 
milk for having children at cheap rates. 
> I have a 18 months old thanking you 
for same. 

> | have posted a form by mistake be- 
fore my child was properly filled. 

> | had intended coming to the milk of- 
fice today but had 15 children this morn- 
ing. 

> I have one child nearly two years of 
age and am looking forward to an in- 
crease in November if this meets with 
your approval and kind consideration. 
» I have a baby 2 months old fed en- 
tirely on cows and another child one 
year old. 

» Sorry I have been so long in filling up 
the form but I have been in bed two 
months with my baby and did not know 
it was running out till the milkman told 


me. 
€ A SECOND collection of extracts 
comes from letters addressed to the 
local Health and Pension Office: 

» [cannot get sick pay. I have six child- 
ren. Can you tell me why this is. 

> This is my 8th child. What are you 
going to do about it? 

» Mrs N. has no clothes. She has not 
any for over a year. The clergy are visit- 
ing her. 

> In reply to your letter I have already 
co-habited with your officers but so far 
without results. 

» [am glad to say my husband who was 
reported missing, is now dead. 

> Sir, I am forwarding my marriage cer- 
tificate and two children one of which is 
a mistake as you can see. 

» Unless I get my husband's money I 
shall be forced to lead an immoral life. 
> I am writing these few lines for Mrs 
W. who cannot write herself. She ex- 
pects to be confined next week and can 
do with it. 

» lamsending you my marriage certifi- 
cate and six children. I had seven and 
one died which was baptised on half a 
sheet of notepaper by the Rev Thomas. 
» Please find out if my husband is dead 
as the man I am now living with won't 
eat anything until he is certain. 

» In answer to your letter I have given 
birth to a little girl. Will this make any 
difference? 








» In accordance with your instructions 
I have given birth to twins in the en- 
closed envelope. 

» Please send the money at once as ] 
have fallen into error with the landlord. 
» [want my money as quick as you can 
send it. I have been in bed with the doc- 
tor for a week and he does not seem to 
do me any good. If things do not im- 
prove, I shall have to get another doc- 
tor. 

» Re your dental enquire the teeth on 
the top are alright but the ones in my 
bottom are hurting terribly. 

I realise that some of those are so 

hoary they've got hairs on (especially 
the one about being in bed with — or 
under — the doctor for a week): never- 
theless I’m sure that all are, as claimed, 
authentic. 
e THESE are also authentic: an ad 
from the London Economist, to which 
D. B. Hunter's response is “Thanks a 
million!”: 


mo GERMAN STATE LOTTERY E= 


YOU CAN WIN ONE OF 


2,000,000.00 


DEUTSCH-MARKS 





€ AND a letter from West Germany's 
Frankfurter Allgemeine newspaper 
manages, in one address, to get almost 
everything possible wrong about the 
current political status of Hongkong: 


6 M BOWEN ROAD B8 






HONGKONG 
REPUBLIK CHINACTAIWAN) 


€ A REVIEW reader, G. B. Sharp, was 


amused by this Geneva bus ticket, is- 
sued at a stop near the hospital: 


1114 T HOFIT 






FRO 1i 20 


€ AND a nice juxtaposition of signs, 
snapped by Edwin Harrington, outside 
a toilet in Camberwell, one of the most 
respectable suburbs of Melbourne: 


~ 





GENTLEMEN 
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By Mary Lee in Peking 


i ad the present reform-minded Chi- 
nese leadership been seeking re- 
election, they could not have made 
more persuasive speeches than those 
| delivered at a Chinese Communist 
.| Party (CCP) conference on 6 and 9 
p January, which was announced after the 
; event. They tackled the problem of 
| high-level corruption by setting up a 
| new anti-corruption team to “rectify 
| party style” and calling on everyone to 
|. report all serious wrongdoing by senior 
|| officials — including those in the cen- 
| tral committee. They also promised 
| that, regardless of the position of the 
| organisation or individual involved, 
| "deviations will be dealt with resolute- 


| To government reformers who may 
_| have been frustrated by the obstacles 
| thrown up by less enthusiastic but more 
| senior colleagues, the leadership held 
. out hope: functionaries who cannot 
| meet the demands of modernisation 


| = should be removed. To those who fear 


Ñ 
t 


* 


n Em, a term which conjures up the 
| Wespectre of political persecution in 
. China, is apparently alive and well in 
. Tibet. This admission came from no less 
| a body than the standing committee of 
— Tibet's party committee recently, and is 


| instark contrast to the propaganda bar- 


| rage orchestrated from Peking last Sep- 
| tember when celebrations were held in 
| Lhasa marking 20 years of its status 
| asa minority autonomous of the coun- 
B. try. 

| On that occasion, the congratulatory 
| message from the Chinese Communist 
| Party's Central Committee had said: 
|. “In the last few years, the party and gov- 
| ernment organs at all levels in Tibet 
| have united with and led the people in 
| the whole region to implement con- 
| scientiously the series of special po- 
|. licies and flexible measures worked out 
| by the central authorities for building 
EU Tibet" 

These special policies, which the 
. message said cadres were implement- 
.| ing, included economic reform in con- 
| formity with the actual conditions in 
- Tibet, as well as language and cultural 
. matters which respected the minority 
. nationality and its social and religious 

customs. T 


The truth, according to recent radio 


| Staying in control - 


Dengists want to deal with corruption themselves 


- die d ^ 


> 
- 
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that the merits of reform policies have 
been eroded by corruption and poor 
guidance from the centre, the message 
was clear: reform will proceed so those 
who have not been prepared to back 
them had better start pitching in or 
move out. 

The leadership exuded confidence: 
“[Just] as the party was able to correct 
the enormous error of the Cultural Rev- 
olution, it surely can clean itself of the 
current blemishes,” said Wang Zhao- 
guo, the youngest member of the newly 
formed anti-corruption team (REVIEW, 
23 Jan.). 

However, analysts said the meeting 
of 8,000 party, government and mili- 
tary officials — one of the largest 
party conferences held in recent years 
— was interesting not because of the 
clean-up message but because it showed 
that the younger members of Chinese 
leader Deng  Xiaoping's reformist 
camp, who were promoted to the polit- 
buro and party secretariat at the Sep- 


| Lhasa's lingering Left 


\ A . 
|i Hardline ideological policies mar progress in Tibet 


broadcasts from Lhasa, is rather differ- 
ent. At the regional party standing com- 
mittee meeting in November, it 
emerged that not only has “Tibet very 
far to go in further eliminating leftist in- 
fluence and negating the Cultural Rev- 
olution,” but that “the main manifesta- 
tion of leftism is a lack of understand- 
ing, hesitancy and ineffectiveness in im- 
plementing the series of special policies 
laid down for the region by the central 
authorities.” 

Chinese propaganda in the past de- 
cade has routinely blamed leftist influ- 
ence for the “mistakes of the past” — a 
stock phrase for the irreparable damage 
done to Tibetan culture and lifestyle. 
But it now appears that far from setting 
things right, cadres not only do not pro- 
tect what is left, but are deliberately 
causing further damage by failing to re- 
spect Tibetan culture and customs, 
“holding that it is feudal stuff and histor- 
ical trash.” 

They are unwilling to allow the use of 
the Tibetan language in official work 
and in schools, criticise Tibetan litera- 
ture and art as “spiritual pollution . . . 
arbitrarily interfere in the masses' free- 
dom of religious belief and even remove 
Buddhist scriptures on the grounds that 
they are spiritual pollution." Such acts, 
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Hu Qili: announced top-level team. 


ial party conference, | 
hi now apparently running the coun- 
r 


“They have taken over the battle 
against corruption from conservatives, 
who had used ‘unhealthy tendencies’ to“ 
attack the current economic reforms," a 
diplomat said. 

A recent commentary in the official 
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including the burning of many volumes 
of historic Buddhist classics and de- 
struction of ancient buildings, a regional 
cultural bureau official told the party 
central committee, “have seriously hurt 
people's feelings." The state religious 
affairs bureau admitted recently that 
“the bulk of China's some 1,000 
lamaseries were desecrated or de- 
stroyed during the Cultural Revolu- 
tion." 

Evidence of the Cultural Revolu- 
tion, the Tibetan standing committ^^- 
said, still exists in “certain slogan ba 
ners, pictures and leftist names given to 
streets, places, townships," which 
should have been changed back to their 
original Tibetan versions. 


F lowing these disclosures, a county 
party committee said that “taking 
class struggle as the key link has not 
been completely eliminated. Some 
grassroots cadres still have certain views 
on people whose [old] labels should be 
removed, and some of the things they 
do are detrimental to unity.” 

The county report also said that 
some people still took a suspicious view 
of the policy of giving priority to house- 
hold production and market regulation 
of farm and livestock products, while 
those who were criticised during the 
Cultural Revolution “have lingering 
fear and dare not give full play to their 
[entrepreneurial] talent. The idea of 
taking grain as the key link is rela- 
tively deep [and] people are unable 
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suggestions that “the [corruption] prob- 

s are consequences of the reforms 
and the reforms must be brought to a 
halt so they can be corrected." But the 

ewspaper argued: “Those undesirable 
enomena existed long before the re- 
rms were introduced . . . it is not at all 
necessary to slow down our reforms in 
order to deal with corruption and other 
problems, to say nothing of beating a re- 
treat." 

Although party General Secretary 
Hu Yaobang delivered a keynote 
speech, it was the young reformists, led 
by Hu Qili (56), who dominated the 
meeting. None of the veteran leaders — 
Deng, President Li Xiannian or polit- 
buro member Chen Yun, who has led 
criticism of what some party conserva- 
tives view as excesses of the modernisa- 
tion programme — attended. “They 
had their say at the September confer- 
ence," noted a diplomat. It was Hu Qili — 
" ped to be the next general secretary 

who announced the formation of the 
wp-level anti-corruption team, head- 
ed by Qiao Shi (60), Wang Zhaoguo 
(44) and Qiang Xiaochu, who is in his 
60s. 

Qiao and Wang have impeccable re- 
formist credentials, diplomats say. 
Qiang, while not a reformist, “knows 
everybody in the People’s Liberation 


[iseestons Daily said there have been 


ad $a 


Tibetans: failure to respect culture and customs. 


to promote actively the diversification 
of agriculture» Some of the masses . . . 
dare not work hard to get rich," it 
added. j 

No reason is apparent for the crop of 
such admissions. Just before the 20th 
anniversary, an official announcement 
stated that party organisations and gov- 
ernment offices in Tibet could ignore or 
amend central authorities’ instructions 
if these did not suit local conditions. 
This *autonomous right;" one analyst 
said, can result in horrendous abuse if 
administered by the wrong kind of 
cadres, and may well have been the 
practice in the past. 
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Army,” one said. He was formerly party 
secretary and political commissar of 
Jilin province amd military district. 
Qiang is necessary, the diplomat added, 
because there is no’%™ne from the army 
on the team, and corruption within the 
military is serious. 

oreover, Qiang is also secretary of 
the Central Discipline Inspection Com- 
mission (CDIC), headed the by conser- 
vative Chen. Qiang’s appointment to 
the new team will ease the retreat of the 
CDIC from the front ranks of the anti- 
corruption campaign. “The CDIC is 
now under the control of the refor- 
mists,” the diplomat said. Another said: 
“It is a classic Dengist move to set up 
one body in order to push aside a similar 
one which he doesn’t like — in this case, 
the CDIC.” 


T house-cleaning by the reformists 
in preparation for the 13th party 
congress in 1987, analysts said, is their 
first major initiative since their victory 
over the conservatives at the September 
1985 party conference. "It took a lot 
of courage because the stakes — their 
survival and the continuation of the 
reforms — are very high," a source 
said. 

The campaign is likely to last six 
months. After a mid-year break, atten- 
tion is likely to be focused on selec- 





Although much of the persecution of 
the past was carried out under the 
ideological banner of class struggle, 
Han Chinese racism against what was 
perceived as a barbaric feudal system is 
an element which cannot be ignored. 
The recent calls for respect of the Tibet- 
an nationality also suggest that such ra- 
cism is still a problem, even if the au- 
thorities prefer to portray it as resilient 
leftism. j; 

Analysts suggest that the problems 
with remnant leftism , were responsi- 
ble for the removal last June of party 
secretary Yin Fatang, a Han Chinese 
who had been in Tibet from before the 


tion of delegates to the 13th party con- 
gress. 

Many Chinese intellectuals are cyni- 
cal about just now high this new top- 
level campaign will reach and what 
abuses of power and influence will be 
unveiled. "How are you going to deal 
with nepotism, which implicates nearly 
everyone of the senior leaders?" asked a 
teacher. The comment “It sounds nice, 
but will be difficult to implement," is 
widely heard. 

The new anti-corruption team is well 
aware of the built-in hazards of its job, 
A commentary in the official People's 
Daily on 9 January said investigating 
and dealing with corruption seriously 
would require impartial law enforce- 
ment, a fearlessness of power and influ- 
ence, as well as drive to *hack through 
difficulties." *At present, [many fail] to 
act in accordance with the law or to en- 
force it strictly," the newspaper said. 
"Imposing light sentences for serious 
crimes and no sentences at all in cases of 
lawbreaking . . . the experience of many 
places . . . shows that 'seriously tackling 
major cases' is just empty talk." 

The commentary argued against the 
belief in some quarters that “laying bare 
major cases involving leading cadres 
will affect the prestige of the party and 
government." It maintained that the 
party's prestige was not affected when 


Cultural Revolution, and his replace- 
ment by Wu Jinghua, who is of the Yi 
minority and a former vice-minister of 
state in the nationalities affairs com- 
mission. Yin has since become the dep- 
uty political commissar of an artillery 
corps. 

The admission of remnant leftism, a 
diplomat said, also further defuses criti- 
cism in the foreign press and by the 
Dalai Lama's followers qf Peking's con- 
trol of Tibet. Wu has announced an am- 
bitious long-term plan to raise the an- 
nual per capita income of Tibetans from 
the current Rmb 317 (US$99) to Rmb 
900 by the year 2000. There are also 
plans to set up local organisations to 
save what is left of Tibet's cultural herit- 
age. 

"The central authorities must have 
noticed the recent spate of hostile 
foreign media coverage, of Tibet," the 
diplomat added, “especially the point 
that it is still pathetically backward. 
They can’t keep on blaming the Cultural 
Revolution, so they might as well admit 
that there are plenty of cadres in that 
distant roof of the world who are block- 
ing the implementation of correct 
policies in Tibet.” 

Moreover, such admissions are prob- 
ably aimed at persuading Tibetans to 
stop praying for independence and con- 
centrate instead on becoming prosper- 
ous herdsmen, farmers and shopkeep- 
ers and that remnant leftists are the 
ones who are giving communists a bad 
name. — Mary Lee 
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In Shing for ' 'punishin ing the : scum 
-in party and government ranks," the 
-. commentary said: “The crimes commit- 


the 1980s have gone far beyond those 
committed by Liu and Zhang, but as 
they have not been investigated and 
dealt with seriously, the masses are very 
discontented.” Analysts say this 
Suggests that a few dirty fat cats are 
ikely to pay for their sins with their 
ives. 


satisfaction over inflation when he told 
he recent party conference: “Incomes 
have grown faster than prices. In the 

181-85 period, prices rose on average 
by 18.7% while the average urban 
orker’s pay increased by 68% and 
easants' incomes more than doubled. 
eople's living standards have im- 
proved despite the price rises.’ | 


owever, Tian also said that the 
Teei would be taking cer- 


"pem year * tepared 995 across the 
untry but registered | a bigger in- 
ease in the cities." Price E 


her goods when necessary and price 


hier first during the -modernisation 
drive was "correct" and that economic 
reforms would “absolutely not" lead to 
capitalism as private enterprises, Sino- 
foreign joint. ventures and wholly 
oreign-owned enterprises accounted 
or less than 1% ‘of the country's total in- 
istrial output value. 
"Tian virtually admitted that his own 
xperience with macroeconomics was 
/ responsible for the over-heat- 


y of money. He attributed these 
Dems to "inexperience in the leader- 
' but it is generally known than 


*. 


ese sectors. 

[he absence from the party confer- 
ce. of. Vice-Premier Li Peng — 
Other rising star, who has been largely 
ionsible for implementing the gov- 
ment’s  open-door olicy - 
gested that he was either not in- 


is not a member of this newly demar- 
ated inner circle of Hu Qih, Qiao, 
Wang and Tian. Li was touring Shang- 
iai during the conference. 

Some diplomats, however, argue 
at as Li is not associated with this 


ould the exercise fail. -B 


ted by a very small handful of cadres in 


iu ^ 'rvision would be strengthened, he., 


y: 
g of China's industrial engine, chaos. 
the banking.sector and an over- 


an was responsible for. refor ms in 


BE! 
ived in the spring cleaning or that he- 


ackdown, he would be less vulnerable . 





. Tian Jiyun (56), a politburo member | 
and also vice-premier in charge of price | 
and wage reforms, countered social dis- | 


- Tian reiterated that the policy of al- |. 
owing.some people to become weal- 





By John McBeth in Bangkok 


"he verdict on Prime Minister Prem 

Tinsulanond's fourth cabinet reshuf- 
fle since he took office nearly six years 
ago is likely to remain with the jury until 
parliament ‘reconvenes in May, but 
there are signs it has done nothing to 

ease the serious strains on the thread- 
bare unity of the 101-seat Social Action 
Party (SÁP) — the largest bloc in the 
ae government and the only party 
to be affected by the changes. Underlin- 
ing the fact that government stability 
depends largely on the SAP overcoming 
its internal problems, à senior party 
member declared: "The crucial test [of 
party discipline] has yet to come.’ 

With Prem apparently declining to 
get involved in the actual choice of new 
ministers and refusing to consider 
changes either among his appointees or 
among ministers from the other coali- 
tion partners, Foreign Minister and in- 
terim party leader Siddhi Savetsila was 
set the unenviable task of sorting 
through the 58 nominations and, at the 
same time, trying to placate SAP fac- 
tions. 

Despite former party leader Kukrit 
inn S ee criticism of Fi- 





By Husain Haqqani in islamabad 
© oviet occupation forces in ‘ae 





` P tan have apparently adopted new 


procedures to guard military secrets 
after the arrest of four, possibly five, 
Afghan generals on charges of passing 
information to anti-Soviet guerillas. 

Plans for Soviet troop movements 
are now withheld from even senior Af- 
ghan officers until only four hours be- 
fore an operation commences. 

Western diplomatic sources say the 


Soviets are trying to plug high-level 


leaks to the mujahideen at all costs, 


even if it means relegating Kabul gov- 


ernment forces to a lesser role in the six- 
year war with the mujahideen resist- 
ance. Four Afghan generals were re- 
ported to have been arrested in Kabul 
on 5 December 1985 for supplying mili- 
tary information to mujahideen com- 


mander Ahmed Shah Massoud, who 


leads the resistance, in the strategic 
Panjsher Valley, north of the Afghan 


capital. Some rumours put the number 


of arrested generals at five. 





Thai cabinet changes continue an uneasy coalition 
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Afghan generals held for helping guerillas | 


nance Minister Sommai Hoontrakul, 
and his contention that Sommaire was as 
much responsible for the country's eco- 
nomic slowdown as the SAP ministers, 
Siddhi apparently brought no pressure . 
on Prem to broaden the scope of the re- 
shuffle — a course favoured in certain 5 
sections of the military. 7 

In the end, the prime minister it j 
berstamped his- approval on seven 
changes, dropping tive incumbents en- 
tirely, moving another to a different 
portfolio and bringing in an additional 
appointee at the Foreign Ministry. 
Perhaps the most important changes 
were the choice of Siddhi as one of. S 
four deputy prime ministers, in keepit -— 
with his position as party head, an ‘the | 
appointment of deputy leader. Surat 
Osathanukroh to.replace the much- 
criticised Kosol Krairiksh i in the Com- 
merce Mimstry. = 

Although Siddhi had been widely ¢ ex- 
pected to take over his new slot, it was at 
the expense. of Boontheng Thongsa- 
wasdi whose disappearance from the 
cabinet — or at least the manner in 
which it occurred — has upset his sup- 
dud d c EM n in the northern wing of the party. 
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baz Kohistani, who le 
 guerilla sweep in th 
south of Panjsher 
and at least 100 
troops 
whic 
Kohistani was accused of deliberately 
mishandling. the operation. But the re- 
sistance, which boasts of “excellent in- 
side information” on Soviet military 
plans, refused to confirm it had any ties 
with Kohistani or any of the other ar- 
rested generals. .. ; 

The arrest of the te generals reflects the 
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Kosol's downfall. But his appointment 
was met with approval from most quar- 
ers, because of his administrative abi- 
lity and knowledge of the busineis 
world. He will be assisted by incumbert 
deputy Pairojana Chayaporn and new: 
comer* Amnuay Yossuk, who moves 
over from a similar position in the Fi- 
nance Ministry to replace Prayoon 

Chindasilp. 

Amnuay failed to get on with Som- 
mai during his two years in the Finance 
Ministry, reportedly because of the 
minister’s intransigent attitude and his 
refusal to consider ideas that did not 
conform with his own. That situation is 
unlikely to improve with the appoint- 
ment of new deputy Subin Pinkhayan, a 
Chiang Mai MP and once a close aide to 
the former SAP leader Kukrit Pramoj, 

: Só9mmai's chief tormentor. Apart from 
e tight spot he now finds himself in, 
analysts feel Subin was misplaced and 
that his engineering background and his 
expertise in construction and irrigation 
made him more suited for the Agricul- 
ture Ministry. 

The other cabinet members to be 
dropped were Deputy Agriculture 
Minister Phan Boonchit, whose name in 
any event was not among the 58 
nominees, and Deputy Interior Minis- 
ter Opas Polasilpa. Phan was replaced 
by Udon Thani MP Prasop Busarakham 



















mujahideen." Some resistance leaders 
claim their sympathisers and informants 
include Soviet officers and men. “It is 
impossible for the occupation army to 
completely seal off information from 
the mujahideen," observed Gulbeddin 
Hekmatyar, chief of Hizbe Islami — 
one of the largest mujahideen resistance 
eroups. He added: “Our intelligence 
»mes not from mercenaries but from 
people who believe the Soviets to be 
wrong, and this includes Turkic and 
Russian soldiers in the Soviet army." 


assoud is believed to have reliable 

sources in the Afghan Defence 
Ministry who have regularly informed 
him of Soviet troop movements and in- 
vasion plans. During the past five years, 
the Soviets have launched several offen- 
sives to flush out Massoud's guerillas, 
who threaten traffic along the highway 
from Kabul to the Soviet Union. 

Inside information has enabled the 
guerilla leader to survive three assassi- 
nation attempts prior to the massive 
spring 1984 offensive in which the 
Soviets established their presence in the 
southern part of the Panjsher Valley. 
Since then there have been several re- 
ported arrests of mujahideen inform- 
ants in the Afghan defence establish- 
ment. An army captain was executed 
in June 1985 at Bagram Air Base 
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palace has been increased to six, 
previously only one such vehicle 
signed the task. 


that Kosol’s well-intentioned efforts to 
stabilise the rice price at Baht 3.000 
(US$113) a tonne were simply not pay- 
ing off. During 
Siddhi — whic 
learned about in- the 
Prem indicated he "wouldn't 
going ahead with a reshuffle. 
At an executive committee me 
the following day, 


mind" 


eting 

e` 14 of the party's 15 
ministers signed their names to a single 
letter symbolically expressing their wil- 
lingness to step down to mak 
cabinet changes. Kosol resi 
later. 

While the 41-man party executive 
has demonstrated a cautious approach 
to the party's problems, the rank and 
file of the membership may be a differ- 
ent matter. Generally, there was a mea- 
sure of satisfaction over Siddhi's efforts 
to keep the balance among the various 
regional factions, but it was offset by 
Boontheng's abrupt dismissal — a move 
which tended to alienate the 30 or so 
MPs who make up the northern wing, 
Boontheng was clearly unhappy over 
the loss of his post and there were sug- 
gestions from some MPs that, unlike the 
other ministers to be dropped, he had 
not been informed beforehand. 

Observers noted that the reshuffle 
announcement only mentioned Kosol. 
Prayoon, Pan and Opas as having for- 
mally resigned their posts. Boontheng, 
apparently, did not — an indication 
perhaps that it was Prem himself who in- 
sisted on the change. Oo 








Reports of the December 1985 ar- 
rests of Afghan generals followed fresh 
fighting in the Panjsher area. Western 
diplomatic sources said the Soviets were 
trying to use the normal winter lull in 
fighting to establish posts along mujahi- 
deen supply routes to the valley from 
Pakistan. Mujahideen sources claim the 
Soviets have so far failed in their objec- 
tive of removing the guerilla presence 
from Panjsher valley and they expect 
recent operations to be followed soon 
by z major Soviet offensive. 

n another develo ment, tension be- 
tween the Khalq sd. Parcham fatio 
of the ruling People's Democratic Party 
of Afghanistan (PDPA) has increased. 
Diplomats reported three gunfights in 
Kabul in early January between the 
rival communist factions, including a 
shootout outside the presidential 
palace. 

President Babrak Karmal's Parcham 
faction, which was installed in power by 
the Soviets in 1979, has consolidated its 


hold by easing out Khalq me 

the PDPA léddersiio, nthe Khalote 
are believed to be resisting their group’s 
elimination. Following recent factional 
ie the number of Soviet armour- 
e 


and the Khalgis 


vehicles guarding the presidential 
though 
was as- 
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. By Richard Nations in Tokyo 
d min a major step to- 
^ J wards restoring Soviet 
| diplomacy in Asia, 
Moscow has renewed 
| its political dialogue 
with Japan following 
the five-day official 
visit of Soviet Foreign 
inister Eduard Shevardnadze. Al- 
ough Shevardnadze gave no ground 
| on the territorial dispute dividing the 
= || two countries, he conveyed an impres- 
er | sion of new flexibility which has gener- 
| ated an unexpectedly positive new 
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There is a change of style if no concessions in a 


The Russian evolution 


the territorial dispute with an ambigu- 
ous formulation committing the two 
sides to return to negotiations Over the 
peace treaty “including those problems 






proach to Japan 





‘What this boils down to is that 
Gromyko refused to come to the 
negotiating table because there was;no- 
thing to negotiate, while Shevardnadze 





which might constitute the content ofj will go to the table first and then claim 


the said treaty.” This allows Moscow t 
return to the negotiating table and sti 
stand by its refusal even to acknowled? 
the Japanese territorial claim. 
Shevardnadze did not budge fm 
the Gromyko line of flatly denyinghe 
existence of a territorial disputes 


tween the two countries over the 1s d5 
occupied by the Soviets in the laslays 
of the war. 


E 
= | mood in Japan. 
| . The agreement to renew negotia- 
tions on a peace treaty, which began 30 
years ago — 10 years after the end of 
World War Il — reflects the desire both 
sides share to improve relations after 
.| the sharp deterioration eight years ago 
| when negotiations were broken off. 
.| Andeven though Shevardnadze refused 
.|. to acknowledge the Japanese claim to 
| the Soviet-held four islands north of 
- | Hokkaido, there was enough of a 
— |. change in his presentation of the Soviet 
| position to allow Japanese Foreign 
- | Minister Shintaro Abe to agree to à 
. |. joint communique. 
As a result, the two sides agreed to 
 regularise foreign ministerial meetings 
' on an annual basis and Japan agreed to 
end the sanctions it imposed on Moscow 
following the Soviet invasion of 
| Aghanistan. Moreover, the two sides 
agreed to upgrade the dialogue to the 
summit level with an exchange of invita- 
tions by Prime Minister Yasuhiro 
Nakasone and the Soviet leader Mikhail 
Gorbachov to visit each other’s coun- 
. tries, though no dates have been set. 
Diplomats here view the results as a 
- clear sign of the desire both sides share 
| torestore momentum to their long-stag- 
. nant relations. Responding to what it 
| sees as a general easing of East-West 
. tensions following the Geneva summit 
` last November, Japan appears to have 
. downgraded the territorial issue so that 
— | return of the islands no longer stands as 
me |. a precondition for improvement in 
overall relations. 
Shevardnadze for his part has struck 
a far more accommodating posture than 
his predecessor, Andrei Gromyko who 
flatly refused even to negotiate with 
Tokyo. And this in turn reflects Gor- 
bachov's desire to restore Soviet diplo- 
macy as a force in Asia, soften the 
Soviet image and mount a political chal- 
lenge to the US in the Pacific. 
The joint communique papered over 




























simply chan ed Subject when the 
J ee raised Question, Shevard- 


nadze was willig 4 BUe the case with 
? hours and this ex- 


Abe for a full; | 
change prove doreakthrough in the 


negotiations. / | 
' concede that She- 

The Jap t atan bi 
vardnadze r his stance in 


'way, but Abe seized 
| foreign minister's wil- 
e his brief as a conces- 
ecting enough of a shift 
osture to and a com- 
~ je point is that the Soviet 
Ebor | langed its position," a Ja- 
panese I commented. “In the past 
gam de even refused to sit at the 
. table but now they will 


negoti: : i 
Aix ‘Vithout altering their formal 


any substay 
upon the 
lingness t 
sion in its 
in the S 


posit lomats are sceptical about 
the nadze visit and consider the 
àise one-sided and believe it 


id Japanese who gave ground. 


But unlike Gromykewho 


there is nothing to negotiate,” a Tokyo- 
based diplomat commented. “At, least 
Gromyko was logical.” 

But others rate the Shevardnadze 
performance higher. “Shevardnadze al- 
tered the presentation just enough to 
give face to the Japanese on an issue of 
critical national importance," a. dip- 
lomatic source commented. The Japan: ` 
ese sense “ferment in the Gorbachov re 
gime and are confident that once they 
get their foot in the door they will be 
able slowly to nudge the Soviets towards 
more concessions.” 


J apanese officials believe that the 
new emphasis Gorbachov places on 
domestic reform and economic moder- 
nisation gives Tokyo potential econo- 
mic leverage which eventually can be 
turned to advantage on the territorial 
issue. Foreign Ministry officials believe 
that Gorbachov has departed from his 
predecessor's bipolar outlook which fo- 
cused narrowly on relations with Wash- 
ington, in favour of improving relations 
with Western Europe and Japan. And 
this approach reflects a broad interest 
in harnessing advanced technology to 
the modernisation of the Soviet econ- 
omy. i | 
"Japan has grown so powerful 
economically — and to a certain extent 
politically as well — that the new prag 

matic Soviet leaders evidently have 
made a serious reassessment of what 
their country can get from this nation to 
reinvigorate their lagging economy,” 

commented the English-language daily 
Japan Times, which often reflects 
Foreign Ministry thinking. “This must 
be one of the major reasons that the 

Kremlin has taken the initiative to re- 

sume the foreign ministers' talks." 

. Japan agreed to resume a technolog- 

ical and scientific cooperation agree- 

ment, ending sanctions imposed follow- 

ing the imposition of martial law in Po- 

land and so clearing the way for more 

subtantial agreements. The tax treaty 

and a trade repayment agreement 

signed by Shevardnadze „are. of minor 

importance, but hold out a promise of 

more to come. Japan, however, refused 

to negotiate the long-term economic co- 

operation agreement urged by Moscow, 

and Foreign Ministry ,officials hint 
that they will link,this accord to progress 
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in negotiating the territorial dispute. 

Shevardnadze took pains not to ap- 
pear the demandeur in the economic re- 
lationship, but by stressing too often the 
"mutual benefits" of economic relations 

ome felt the Soviet representative be- 
i trayed a note of insecurity in dealing 
"with economically advanced Japan. 

Perhaps to neutralise Japan's poten- 
tial economic leverage, Shevardnadze 
carefully crafted a position on the ter- 
ritorial question designed to retain the 
upper hand. Analysts credit the new 
Soviet foreign minister with a perform- 
ance in Tokyo which both created the 
impression of movement without con- 
ceding on substance, and at the same 
time retained the edge over Abe with 
the implicit threat of reverting to the 
Gromyko stonewall. 

Shevardnadze used the press confer- 
ence concluding his visit to strengthen 
this option by declaring that the Soviet 
position on the territorial issue is “well- 
nown” and “unchanged,” deflating 

.be’s claim of a shift in the Soviet posi- 





tion. “Abe could be laying himself open 


to blackmail," a diplomat said pointing 


out that he has as much to lose as gain 


from a trip to Moscow in a year when he 
is expected to contend for the leader- 
ship of the ruling Liberal Democratic 
Party and consequently the premier- 


ship. 


des Japanese refused even to men- 
tion the Soviet proposal for an All- 
Asian Forum which Tokyo regards as a 
device to gain recognition of its disputed 
territorial claims throughout the region. 
But some diplomats believe the Japan- 
ese may have made' a concession to- 
wards the Soviet's desire to strengthen 
its diplomatic position in Asia in a little- 
noticed clause towards the end of the 
communique “affirming cooperation 
with the “self-help efforts” of countries 
in the Asia-Pacific region, and “respect 
for their autonomy.” 

The language is vague enough not to 
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thevardnadze and Abe: shared desire of improved relations. 


associate Tokyo with any specific Soviet 
proposal. But by the same token, Mos- 
cow can point to these diluted expres- 
sions of familiar Soviet stands for re- 
gional economic and security coopera- 
tion as Japanese endorsements of the 
Sowet claim to have a legitimate role to 
play in Asia; a major objective of Soviet 
diplomacy which most Western nations 
are not prepared to entertain. 

The nebulous clause, however, 
which appeals to “both sides to contri- 
bute to the peace and stability in Asia" 
may provide one key to the visit. “This 
is essentially a political paragraph, 
which Shevardnadze can take home as a 
substantial achievement" towards the 
Soviet desire to make a diplomatic 
breakthrough in Asia, a Tokyo-based 
diplomat commented. “And it may be 
the price Tokyo paid for the new flexi- 
bility Shevardnadze was willing to 
show.” 

Some Japanese officials attribute the 
change in Moscow’s new approach to 
Asia to Gromyko’s departure from con- 


trol of Soviet foreign policy last July. 
Gromyko’s stereotype views of Asians 
and heavy-handed diplomacy offended 
the Japanese. Moreover, he is as- 
sociated with a period when Soviet dip- 
lomacy in Asia was particularly rigid 
and his departure is seen as part of a 
wider trend freeing the Soviet bureau- 
cracy — paralysed for several years by 
the leadership crisis in Moscow — to 
take new initiatives. 

It served Moscow’s interests to 
portray Japan as the forward base of im- 
perialism in Asia to justify Moscow’s 
own claims to play a military and politi- 
cal role to deter the imperialist threat to 
Asian socialism. 

The failure of this policy has become 
particularly apparent in recent years. 
“Moscow must be alarmed at the trends 
towards a tacit anti-Soviet alliance be- 
tween Washington, Tokyo and Pe- 
king,” a foreign diplomat said. More- 
over, there has been growing security 


cooperation among Asian states which 
many analysts put down to fears of Mos- 
cow's growing military presence. Rela- 
tions between South Korea and Japan 
have improved and in recent years 
taken quiet steps towards securitv co- 
operation. China and Japan as well have 
begun to increase contacts between 
their military establishments. 


(a rise to power put an 
end to the long paralysis in Soviet 
foreign policy. “Now that the transition 
is over the Soviet regime can take a 
more rational view of things," a Japan- 
ese diplomat commented. “It is only na- 
tural that the Soviets should try to re- 
store their diplomacy as an arm of policy 
and not rely so heavily on military 
strength to expand their influence. " 
Moscow's stepped-up efforts to im- 
prove relations with Peking, the moves 
to upgrade relations with North Korea 
and the attempt to revitalise Moscow’s 
proposal for a comprehensive Asian 
security system are examples of Gor- 





bachov’s attempts to give a new impetus 
to Soviet diplomacy in Asia. 
Shevardnadze's visit to Tokyo, how- 
ever, most graphically illustrates the 
change in the style of Soviet diplomacy. 
Although he made no concessions on 
the territorial issue, his approach con- 
veyed the new leadership’s intention to 
treat Japan more as a sovereign power, 
and no longer as an American client. 
The change in style is evident in 
Shevardnadze’s approach to Japan’s 
possible participation in the US-spon- 
sored Strategic Defence Initiative — 
Star Wars. Although the prospect of 
Washington harnessing Japanese tech- 
nology must cause Moscow consider- 
able anxiety, Shevardnadze avoided 
striking a discordant tone. Instead, he 
elaborated on Gorbachov’s counter- 
proposal for the elimination of nuclear 
weapons in 15 years and subtly appealed 
to Japan’s sense of national interest and 


independence. oO 
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M oscow upsets ` s Tokyo's . 
Eincroadbd defence role - 






j However mysterious 
gy the process of Japan- 
| ese consensus-build- 
» B ing, some things are 
8 clear: it is slow, deli- 
g cate and highly sensi- 
tive to atmosphere. 


SIBERIAN THAW The tension and 


hostility following the 1979 Soviet inva- 


| sion of Afghanistan provided the ideal 
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— Tokyo-based diplomat. 


| climate for Japanese Prime Minister 
. Yasuhiro Nakasone to forge a new na- 
. tional consensus around a political role 


for Japan. The basic shift in Japanese 
defence policy had long preceded both 


_ Afghanistan and Nakasone, and grew 


out of Japanese fears in the mid-1970s 


that the US would retreat from the Paci- 


fic after its withdrawal from Indochina. 
It required the Siberian deployment 


| of SS-20s nuclear missiles, the garrison- 


ing of the Soviet-held Northern Ter- 


 ritories in 1978 and the menacing 


growth of the Soviet Pacific Fleet to put 
Japan in a defence mood. Nakasone 


J urged a broad strategic alliance with the 
J West as the only realistic alternative to 
. the nebulous *low risk, low profile" 
. neutralism of Japan's post-war policy, 


and the "Soviet threat" provided the 


_ simplest and most direct justification for 
. his policies. 


But now, just as signs were emerging 
that a new consensus might have crystal- 


— lised, Japan senses a change in atmo- 
sphere. The visit of Soviet Foreign 


Minister Eduard Shevardnadze is seen 


as part of a broader process easing East- 


West tensions begun at the Geneva 


summit last November. Sino-Soviet re- 
. conciliation is proceeding steadily. And 
one of the clearest signs that the tide is 


turning is the attitude of Nakasone him- 
self, who is widely believed to be angling 
for a “Gorbachov spectacular" some- 


time this year — either a visit to Japan 


by the Soviet leader or a visit by himself 


_ to Moscow, or both — as part of a plan 
to extend his term as prime minister, 
due to expire in October. 


At the broadest level the Japarese 


consensus is secure. “Japan has decided 


it belongs to the West," commented a 
“This flows 
from a deeper self-confidence. Japan 
has achieved most of the national goals 


. set out at the beginning of modernisa- 


tion in the last century. Japan is pros- 
perous, secure and practising the self- 
defined art of Japaneseness — [but] as 


part of the West.” 


It is highly doubtful, therefore, that 


Moscow could entice Japan into realign- 


ment, even in the improbable event that 
it concedes all the disputed territories. 
Nor is Japan likely to revert to the pas- 
sive “omni-directional” foreign policy 
which left the country rudderless during 


the detente of the 1970s. If Nakasone 
goes to Moscow he is expected to pro- 
ject the trip as confirmation that credi- 
ble deterrence is the best way to gain 
standing in the outside world. 

But the consensus on defence re- 
mains only half-formed; and many in 
Nakasone’s camp fear that it may be 
premature to dismantle the confronta- 
tion with the Soviet Union at a crucial 
turning point in the debate. 

The cabinets formal endorsment 
last September for the first time of a 
Japan Defence Agency (JDA) five- 
year plan has been hailed as a break- 
through in gaining political endorse- 
ment of the defence policy. The com- 
mitment of ¥18.4 trillion (US$91 bil- 
lion) to fund defence budgets in 1986-90 
puts real increases in annual defence 
spending at 4.6% since Nakasone came 
to office late in 1982. 

Moreover, Japan’s incremental de- 
fence build-up over the past decade has 
transformed the Self-Defence Forces 
(SDF) into an effective fighting force 
charged, in reality, with collective de- 
fence with the US 7th Fleet against 
Soviet forces in the Far East. The work- 
ing alliance between the SDF and the 
US military has gained Japan strong po- 
litical support in Washington. But it de- 
fies the Yoshida doctrine — Japan’s 
pacifist strategy named after its ar- 
chitect former prime minister Shigeru 
Yoshida — which anchors Japan's secu- 
rity in formal neutralism backed by a 
unilateral security guarantee by the US. 
And it shakes up the pacifist hierarchy 
which elevated US troops to be Japan's 
new samurai while degrading its own 
military to the burakumin (untoucha- 
bles) of the post-war order, shamed and 
excluded from public life. 


H ut Nakasone's budget victory came 
at the price of a humiliating defeat 
at the hands of his own party, which re- 
fused formally to rescind the 1% of 
GNP ceiling on defence spending, a po- 
licy set by the Takeo Miki cabinet in 1976 
and now a sacrosanct symbol of pacifist 
resistance to a militarist resurgence. 

Since the defence plan adopted in 
September evisages spending levels 
which will overtake the 196 ceiling in 
practice, the policy battle was purely 
symbolic. But no one underestimates 
the power of symbols in a culture which 
draws a hard line between honne (real- 
ity) and tatemae (principle). “Nakasone 
has lost the symbolic war," commented 
one of the architects of Japanese de- 
fence policy, Kyoto University's Prof. 
Masataka Kosaka: “The public will go 
along with him in practice, but they 
deny him the principle." 

The setback was particularly damag- 
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ain vities ent 
ip Japanese politics may well be sym 
bolic warfare. “Nakasone’s principa 
contribution has been in his role as pub- 
lic educator assaulting taboos of the 
post-war order," said US scholar Chale” 
mers Johnson. Johnson points to { 
Nakasone’s outspoken statements on 
defence, his unprecedented official visit 
to the Yasukuni Shrine, and Emperor 
Hirohito’s “apology” to visiting South 
Korean President Chun Doo Hwan for 
Japan’s occupation of Korea, as at- 
tempts to shake the Japanese out of 
their post-war torpor. 

Nakasone’s provocative posturing 
did not harm his standing with the pub- 
lic. His ratings in opinion polls are con- 
sistently among the highest of any post- 
war leader. But the controversy stirred 
up in the pacifist press provided am- 
munition for Nakasone’s factional rivals 
in the LDP — jealous of his popularity 
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Nakasone: symbolic warfare. 





and fearful that he would go over their 
heads to the public — who formed tacti- 
cal alliances to cut him down to size. 
This process imparted an unexpected vi- 
tality to pacifist institutions which found 
new champions in the conservative 
LDP, at a moment when their tradi- 
tional defenders in the leftwing opposi- 
tion parties had lost their elan. 

Finally, last year's defence debate di- 
vided Nakasone's own camp between 
moderates who see the tenacity of the 
1% symbol as a warning to concentrate 
on practical achievements, and those 
who believe that time to sharpen the na- 
tional debate is running out. Nakasone 
himself has the nationalist tendency to 
denounce the unreality of Japanese 
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pami for poisoning the national de- 
ate and distorting the course of post- 
Var politics with habitual subterfuge 
and evasion. His appeal for a “settle- 
ment of post-war accounts” is broadly 
nderstood as an assault on pacifism’s 
“three sacred jewels” — the war-re- 
nouncing constitution, the three non- 
nuclear principles and the 1% ceiling — 
to restore Japan’s national pride and 
sense Of direction. 

As a practical politician, he has 
launched flank as well as frontal 
assaults, commissioning private-sector 
braintrusters to define issues which 
could serve as proxy battles in the na- 
tional debate. The “crisis management 
plan” is an example of such an effort de- 
signed to capitalise on the tense atmo- 
sphere following the 1983 Soviet shoot- 
ing down of a South Korean airliner. 

On the surface the plan prepares the 
country for national emergencies rang- 


Japanese troops: downgraded. 


PSS 


ing from natural disasters to hijackings. 
But it is also designed to shake the Ja- 
panese out of their insularity, focus on 
harsh international realities and propa- 
gate the logic of deterrence. To broaden 
the political base for defence spending 
the plan advocates military procure- 
ments through non-defence budgets. It 
also aims to establish a clear chain of 
command for the country’s security 
forces to facilitate rapid mobilisation in 
an emergency. 


akasone shelved such plans after 
losing the battle over the 1% ceiling. 
But many of his supporters believe that 
such a national debate remains essential 
to prepare for the psychological change 
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necessary for Japan to play a political 
role abroad. “The experience of 
militarism in thé 1930s has led the Ja- 
panese people to believe that power is 
evil,” commented Motoo Shiina, chair- 
man of the international affairs commit- 
tee pf the ruling LDP. “But until we ac- 
cept the legitimate use of power in poli- 
tical life the trends in defence and diplo- 
macy will remain superficial and easily 
reversed by a sudden shift in the popular 
mood." 

Others, however, fear a national 
struggle over "principle" would prove 
too divisive and self-defeating since 
moves to repudiate Japanese pacifism 
will only alienate the public by appear- 
ing to slur the country's post-war suc- 
cess. Shumpei Kumon, a Nakasone ad- 
viser on administrative reform, is typi- 
cal of many moderate reformers 
gathered around the prime minister 
who believe that the “unreality” of the 
Yoshida doctrine serves a particularly 
Japanese purpose. “Every mature Ja- 
panese understands that honne and 
tatemae can not coincide and that life 
must be a tension between the two,” he 
said. 

Kumon also sees the Nakasone 
phenomenon as evidence that the logic 
of Japanese politics is working its way 
towards a new consensus, albeit not yet 
one with any clear outlines. Nakasone 
has proven one of the most durable and 
popular post-war leaders in opinion 
polls which, nonetheless, give low rat- 
ings to the individual policies associated 
with him. The apparent contradiction is 
explained by the surprising popularity 
of Nakasone’s personal diplomacy. 

Nakasone himself soon discovered 
that foreign travel was the best way to 
recover his popularity with the public 
and leverage over the cabinet, after fre- 
quent run-ins with his LDP rivals. 
Nakasone’s keen interest in going to 
Moscow fits the pattern, coming as it 
does after a string of losses on major 
domestic issues last autumn, beginning 
with the 1% ceiling debacle. 

Nakasone’s ease with world leaders, 
analysts believe, has tapped a deep 
psychological need among the Japanese 
to gain international respectability, and 
according to this view, Nakasone’s 
popularity stems from the fact that he 
has come to personify Japan’s attain- 
ment of first-rank international status 
— a consistent national goal since the 
Meiji Restoration. Many of the moder- 
ates argue that Nakasone’s diplomacy 
has breached Japan’s insularity and thus 
serves the same purpose at less political 
cost than the symbolic battle for a new 
tatemae advocated by the nationalists. 

The moderates also stress that the 
core of Japanese pacificism has little to 
do with Japan’s international position 
or external threats, but springs from 
deep-rooted fears of threats to social 
peace. The public is, therefore, more 
willing to turn a blind eye to practical al- 
liances which violate the spirit of the 


Yoshida doctrine, if pacifist institutions 
remain as a Safeguard against even the 
remote possibility of a militarist restora- 
tion. 


B camps of Nakasone's support- 
ers believe that the defence mood 
may be on the wane, and few expect him 
to take any controversial initiatives, 
preoccupied as he is with domestic poli- 
tics. Some even believe that the currents 
of Japanese opinion turned at a much 
deeper level even before Nakasone 
came to office late in 1982. 

"Nakasone may have arrived too 
late," Kosaka said. "The moment was 
ripe [to form a new consensus] in 1980, 
at the latest 1982, when the memory of 
Afghanistan was fresh and before the 
criticism of Reagan's defence policies 
began to seep in from Europe." More- 
over, by 1982 the Reagan administra- 
tion had restored the credibility of the 
US commitment to Japan's security, 
dissipating doubts over the Yoshida 
doctrine which surfaced soon after the 
US withdrawal from Vietnam. 
“Reagan’s first act was to receive 
Chun Doo Hwan,” commented Tetsuya 
Kataoka, a specialist at Tsukuba Uni- 
versity. “And from that moment on the 
Japanese instinctively knew they were 
safe again — from that moment compla- 
cency and inertia creeped back into 
politics.” 

Soviet attempts to intimidate Japan 
with nuclear threats and military pres- 
sure has given Nakasone the impetus to 
attempt to get a new defence consensus. 
But Gorbachov is expected to try a sub- 
tler approach, attempting to reinforce 
the neutralist tendencies in Japanese 
opinion while appealing to Japan’s 
sense of independence. How successful 
Soviet diplomacy will be in Japan is 
highly questionable, given the long his- 
tory of mutual distrust,and geopolitical 
conflict. But many in Nakasone's camp 
fear that the moment may favour Mos- 
cow, betraying underlying doubts that 
the change in popular attitudes towards 
security and foreign policy remains in- 
secure. 

Some analysts believe the ambigu- 
ous and unstable state of Japanese opin- 
ion is entirely predictable, while 
Nakasone's effort to set a new national 
course may well have been com- 
promised from the outset. There have 
only been two dramatic changes in the 
national consensus in Japan over the 
past 350 years. The first in 1868 when 
the Meiji Restoration reversed Ja- 
pan’s self-imposed seclusion with an 
opening to the West; and the second 
after defeat in World War II when the 
Yoshida doctrine repudiated 
militarism. Apart from these two excep- 
tional moments — both wrought by 
superior force — the course of change in 
Japan is slow and complex. A smile 
campaign from Moscow could test whe- 
ther these rules still apply. 

— Richard Nations * 
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Soviet-side caution in . 


Japan-trade boomlet - 


By Charles Smith in Tokyo 
HT Japan may not be on 





trade boom in any 
way comparable with 


ra SE 1984-1985, but there 
SERS AN TH AW seems no doubt that, 


stagation and decline, the bilateral eco- 
nomic relationship with the Soviets has 
entered a new phase of growth. 

Japanese exports to the Soviet 
Union grew by just over 10% in the first 
11 months of 1985 as the Soviets stepped 
up their purchases of steel, machinery, 
chemicals and even consumer electronic 
products, 
sharply reduced buying. Soviet special- 
ists in major trading companies are 
reluctant to offer guesses about 
what may happen in 1986, but no 
one denies that the possibilities are 
intriguing. 

Among the plums that Japan- 
ese business could hope to secure 
from the Soviets during the coming 
year are two major petrochemical 
plant contracts valued at ¥250 bil- 
lion (US$1.23 billion) and ¥400 
billion respectively; contracts for 
the renovation of existing factories 
producing goods ranging from cars 
to electronic consumer durables, 
and quite possibly a series of or- 
ders for new consumer-products 
factories. Exports of finished con- 
sumer electronics products such as 
colour TV sets and video-tape re- 
corders also look promising, fol- 
lowing a sharp increase from an 
admittedly modest starting point 
during the first 11 months of 
1985. 

The new mood in Soviet-Japan 
economic relations, though deliberately 
played up by the Japanese press during 
the run-up to the visit of Soviet Foreign 
Minister Eduard Shevardnaze, actually 
dates back to the latter half of 1984 
when the Japanese Foreign Ministry — 
as part of a campaign to “normalise” the 
long-stalled political relationship be- 
tween the two countries — withdrew a 
ban on official-level trade contacts 
which had been imposed soon after the 
Soviet invasion of Afghanistan in De- 
cember 1979. 

As a result of the Foreign Ministry's 
move the Japan-Soviet Business Coope- 
ration Committee, a private-sector or- 
ganisation which acts as the main con- 
tact with the Soviets, held its first meet- 
ting in five years in December 1984 with 
its Soviet opposite number. 

The meeting produced immediate 
results in the shape of some US$140 mil- 
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¥ the brink of a Soviet 
| the China boom of 


after a long period of 


following three years of 


lion worth of orders for Japanese con- 
struction machinery and machine-tool 
manufacturers but its longer-term ef- 
fects may well have been more impor- 
tant. One major decision reached 
shortly after the two sides resumed con- 
tact was that Japan should stage a full- 
scale industrial exhibition in Moscow in 
the last quarter of 1986 — the first of its 
kind to be held for 16 years. Scarcely 
less significant was a change of attitude 
by the Japanese authorities on the tricky 
question of loans from goverment banks 
to Soviet borrowers. 

Loans to the Soviet Union by Japan’s 
Export-Import Bank, which were used 
extensively in the early and mid-1970s 
to support Japanese machinery exports, 
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were effectively frozen from 1980 on- 
wards as part of a package of Japanese 
sanctions introduced after the Soviet in- 
vasion of Afghanistan. But these loans 
are understood to be available again, 
though questions remain about the in- 
terest rates at which the Soviets will be 
allowed to borrow. Exim Bank loans, at 
rates which could conceivably undercut 
an OECD gentlemen's agreement on 
government-supported trade financing, 
are expected to play a key role in help- 
ing Japan win at least one of the two 
major petrochemical orders Moscow is 
now planning to place in the West. 


he boost provided by Tokyo's will- 
ingness to resume trade contacts 
with Moscow seems to have been rein- 
forced from early 1985 onwards by a new 
Soviet approach to the economic re- 
lationship, reflecting domestic policy 
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considerations as well as a willingness to 
improve relations with Japan. One fea- 
ture of this, according to analysts at the 
Japan External Trade Organisation, is 
that the Soviets are now willing to work 
within the Coordinating Committee fo 
East-West Trade Policy system o 
strategic controls on technology ex- 
ports, purchasing anything the West 
feels free to export instead of adopting 
an all-or-nothing approach. 

The Soviet purchase of 4,000 Japan- 
ese personal computers — taking ad- 
vantage of Cocom's decision in early 
1985 to decontrol eight-bit computers 
— is cited as an example of this new flex- 
ibility, as are pending Soviet orders for 
colour TV and refrigerator factories 
from Japanese electronics makers. 

In picking suppliers for the goods 
they are now ordering, the Soviets have 
shown characteristic caution in inviting 
tenders only from companies they have 
dealt with previously. An example of 
this pattern of doing business is the suc 
cess in the Soviet market of Toshib 
Corp., which sold an air con- 
ditioner plant to the Soviets 10 
years ago and was the first com- 
pany to win one of the new series 


of factory orders — for a TV 
plant. 
Japanese companies which 


have taken the initiative in ap- 
proaching Moscow, however, also 
seem to have been successful in 
getting a hearing, at least in a few 
well-documented cases. In Oc- 
tober 1985, the president of Mat- 
sushita Electric undertook a one- 
man sales mission to Moscow 
which resulted in a meeting with 
top Soviet leaders and an invita- 
tion to organise a special display of 
Matsushita products in the Soviet 
capital. Partly as a result of the 
trip, Matsushita’s sales of con- 
sumer durable products to the 
Soviet Union more than double? 
— from ¥2.9 billion to ¥8 bil 

lion — during 1985 with the em- 
phasis on TV sets, video-tape re- 
corders and audio equipment. 

The upturn in Japanese exports to 
the Soviet Union, which set in almost 
immediately after the December 1984 
meeting of the two countries' economic 
cooperation committees, has yet to be 
matched by any revival in Soviet exports 
to Japan. These appear to have re- 
mained static in 1985 at almost exactly 
the previous year's level, resulting in an 
increase in the already large trade 
surplus in Japan's favour. The stubborn 
refusal of Soviet exports to rise, how- 
ever, has to be set against the fact that, 
from early 1985 onwards, Japan appa- 
rently began adopting a more receptive 
attitude on the issue of Siberian re- 
source development. 

In March 1985 — after a break of two 
years during which it had declined to ac- 
cept shipments — Japan at last agreed 
to sign a one-year contract for the im- 
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The new chips programr 


Japan to take US$500 mill ion. worth of 3 
goods over a 10-year period running up. 


to 1995, with the Soviet Union in return 
buying 'US$100 million worth of con- 
‘struction and other machinery that will 
be used for developing its forestry re- 
sources. The resumption of large-scale 


| news for some of Japan's other chi 
Suppliers, including Malaysia and possi- 
bly the US. But Japan seems to have cal- 
‘culated that ending the five-year 

noratorium on Siberian imports was 
„part of the price it would have to pay for 
fevitalising other as- 
` pects of the Soviet re- 
lationship. 
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B far more import- 
MS ant than the break- 
through achieved in 
coal and chip imports 
_— though also far more 
problematic — are dis- 
cussions that — have 
taken placé during the 
past few months over 
the possible start of 
development work on 
the continental sheif 
of Sakhalin Island, 
where an exploration 
programme financed 
jointly by Japan and the 
Soviet Union discover- 
ed natural gas in the 
early 1980s. For three 
years after the discov- 
ery of the Chayvo gas 
field off the northeast | 
coast of Sakhalin in 1982, Japan declined 
| to consider the possibility of actually ex- 
_ tracting or shipping the gas to a Japan- 
ese port. But in 1985 talks between 
Japan's Sakhalin Oil Development Co- 
operation Co. (Sodeco) and the Soviet 
Foreign Trade Ministry at last began to 
show results. — 

At a meeting in Moscow in 
November the two sides agreed to pre- 
sent a detailed proposal specifying pos- 
sible delivery dates and prices to the Ja- 
panese electric-power generating com- 
panies which are expected to be the 
main consumers of Sakhalin gas if and 
when the project goes ahead. A spokes- 
man for Sodeco told the REVIEW that 
the users’ response might be ready in 
time for a further meeting with the 
Soviets scheduled for late January, at 


| | “which concrete details of a development 
E Houidi be e worked out. : 
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| Sakhalin Ol and Natural Gas 


‘Soviet Business Cooperation Commit- 
.tee will be meeting its Soviet opposite : 
number at the second plenary sessionon 
trade and investment since the resump- | 


size of its own market for natural gas in 
the mid-1990s, 
-would come on stream, and on the reac- 
tion of other suppliers. The US, which 
hopes. eventually to ship both. natural 
chip imports from Siberia could be bad |: 


trade deficit, is understood to have press- 


| peatedly to hold off on the Sakhalin pro- 
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tion of relations at the end of 1984 
n deciding to reactivate the 





li 
taken a calculated gamble both on the 


when Sakhalin gas 


as and oil from Alaska to Japan as a 
ans of reducing its own bilateral 
ed 


the Japanese Government re- 
ject and may even attempt to block the 


supply of d d and asd 


| Japan to invest Y 135 billion 
| 1975-83. 84.4 million tonnes coal 
| tobeshipped 1983-98 


japan to invest USS185 million 
af and ¥18.7 billion in exploration 
during 1976-83 


that is likely to be needed to get the 
scheme under way. 

As in the case of Siberian chips, how- 
ever, Japan seems to have taken the po- 


sition that it had no option but to go 


ahead, if full-scale trade relations with 
Moscow were to be resumed. An im- 
portant point about Sakhalin is that the 
sheer size of the project could help sig- 
nificantly to reduce the two countries’ 
bilateral trade imbalance — heavily in 
Japan's: favour. Another merit of the 
project in Japanese eyes may have been 
its distance from the Chinese frontier, 
which means that the scheme is unlikely 
to be seen as a threat to Peking's secu- 
rity. 

The fact that. Japan and the Soviet 
Union will be resuming work on some of 
their stalled joint-development projects 
in Siberia in the near future does not 
mean that their economic relationship is 
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| Gandhi; Wers establishing ' some kind of of reladonship. 


A 
| Come closer, comrade 


India’ s ruling party is wooed by Soviet Union 


— By Mohan Ram in New Delhi 


oh ME: is keen on restoring the 
ae special political relationship with 
.. New Delhi that obtained until the Con- 
gress party's first post-independence 
defeat at a national election in 1977. For 
b the first time since the 20-year treaty of 
| friendship in 1971 institutionalised the 
-Soviet-Indian strategic relationship, the 
| Communist Party of the Soviet Union 
(CPSU) is seeking direct links with 
_ India’s Congress party, bypassing the 
: a Communist Party of India (CPI). 
d a |. At present the CPSU has formal 
. ties only with the CPI. It has ostracised 
B the Communist Party of India-Marxist 
p -M) which was born of a split in 
the CPI in 1964. However, the two 
n Indian communist groupings have of 
| late made moves to reduce mutual 
| animosities. 
| | — The CPSU, which did not send a mes- 
D | sage of greetings to the CPI-M's na- 
| tional congress last month during the 
— Christmas week, reserved its felicita- 
| tions for the centenary celebrations of 
D Prime Minister Rajiv Gandhi's Con- 
M gress party, held almost simultaneously. 
| 





E 


A high-powered Soviet party delega- 
| tion for the occasion was headed by a 
| | central committee member and editor 


| of the party organ Pravda, Viktor 


I ^ Afanasyev. 

| Returning home, Afanasyev declared 
| that the ruling parties of Soviet Union 
| and India will establish “some kind 
| of relationship? and that a Congress 
| party delegation would be attending the 
| 27th congress of the Soviet party next 
| month. 


b Alongside came another signal: 


je greeting the CPI on its 60th anniversary 
eae also during the Christmas week — 


the Soviet party urged it to unite the 
“Left, democratic and national-patrio- 
tic forces” to strengthen India’s inde- 
pendence and integrity. The directive 
was unmistakable. Like the CPI-M, the 
CPI is for uniting the “Left and demo- 
cratic forces” and which means the unity 
of the two communist parties and the 
non-rightist opposition. 

This certainly excludes the Congress 
party which both the Indian communist 
parties regard as undemocratic. But the 
Soviets obviously regard the Congress 
party a "national-patriotic" force with 
which the communists should unite. 
Obviously, the Soviet leadership is 
exerting pressure on the CPI to go back 
to its pre-1978 position of support to the 
Congress based on a premise that the 
Congress was menaced by “reactionary 
forces within and without.” 


he CPI’s earlier stand was part of 

mid-1950s Khrushchevian strategy 
of a “national democratic front” in 
countries like Indonesia and India 
where the national bourgeoisie could be 
relied upon to carry out the anti-im- 
perialist and anti-feudal tasks with 
socialist-bloc diplomatic support and 
economic aid. In the Indian context, the 
CPI was to give the Congress policies a 
leftward push by strengthening the so- 
called progressive elements inside it. 
This strategy, then denounced as re- 
visionist by the Chinese, was a corollary 
to the Khruschevian formulation on 
peaceful transition to socialism, which 
eventually split CPI. Although coincid- 
ing with the international communist 
schism the split was directly traceable to 
the CPI’s attitude to then prime minis- 





pé CPI has been the Soviet salient 
in India especially after the 1964 split 
while the CPI-M opted for a more milit- 
ant attitude toward the Congress. Thé 
extra-constitutional agitation against 
prime minister Indira Gandhi, mounted 
by the non-communist opposition, 
ended in the June 1975 emergency 
which was to cause her defeat at the 
snap poll she called in early 1977 to 
legitimise the emergency. - 

The Janata Party, a makeshift al- 
liance which had led the agitation, won 
the 1977 elections. Those denounced by 
the Soviet leadership as the lackeys of 
imperialism and fascism led the Janata 
Party and were now India's new rulers 
to be befriended. The CPI had sup- 
ported the emergency and was now a 
political untouchable while the CPI-M 
having equivocated on it and having 
won the states of West Bengal and Tri- . 
pura became a respectable force. 

The Janata Party was on its pat. 
committed to, what it called, genuine 
non-alignment which meant undoing 
the pro-Soviet tilt in India's foreign 
policy. But its government found it 
expedient not to scrap the 1971 treaty. 
All the same India's special political 
relationship with Moscow was a thing 
of the past. In 1978 the CPI formally 
ended its support to the Congress 
party and began moving closer to the 
CPI-M. 

But Mrs Gandhi's comeback at the 
January 1980 elections and the Janata's 
disintegration created a new situation 
for the Soviets. They just could not 
bring the CPI into line to revive its sup- 
port to the Congress party, as the CPI 
had begun asserting its independence of 
Moscow. 

When Mrs Gandhi was assassinated 
in late 1984 and her son Rajiv took over, 
the Soviets were not too sure about his 
foreign-policy orientation. But it turne 
out that belying apprehensions of a prc 
US shift, he visited Moscow before he 
went to any other capital and endorsed 
the Soviet world view. Immensely re- 
lieved, Moscow has been going all out 
to stabilise the strategic relationship 
with massive economic aid and arms 
sales. 

But the Soviets have not succeeded 
in getting the CPI to support Rajiv Gan- 
dhi’s domestic policies. All they can do 
is to strengthen the dissidents in the CPI 
who want to push the party closer to the 
Congress. 

The draft political resolution for the 
CPI’s national congress in March wel- 
comes Gandhi's foreign policy but de- 
nounces his economic, educational and 
other policies and the growing “au- 
thoritarian" tendencies. If the Soviets, 
acting through the dissidents, fail to 
moderate the CPI's opposition to Gan- 
dhi, they would be obliged to seek a di- 
rect compact with his party to restore a 
lost political relationship. : u 











The Philippines is a Third World country. 
Our resources are limited. Our foreign 
exchange is scarce and must be wisely 
spent. 


The biggest single national expenditure 
in dollars is for imported oil. That is 
expenditure that we can't afford but which 
we must make. Energy is a panona 
imperative. 


It isn't so bad at the moment. Though 
our total energy requirements expanded 
from 70 million barrels of oil equivalent in 
1973 to 92 million barrels in 1985, we 
have reduced our dependence on 
imported oil down to 50% of total energy 
needs. We have trimmed that down from 
97% and we must trim it down some 
more. Our target: only 47% dependency 
in 1987. It's a weaning game. 


Since PNOC was put into place in 1973, 
we've been working at domestic sources 


for energy. We ve tapped geothermal 
energy and we're now its second biggest 
user in the world. We've tapped coal. We ve 


tapped our own oil from new offshore wells. 


Added up, these sources provide 50% 
of our total energy needs. We're getting 
closer, little by little, to the other national 
imperative: to be self-reliant in energy. 


The ingredients of success are there. 
Far-sighted national leadership. Technical 
expertise and government incentives. 
Most importantly, the determination of the 
Filipino people to succeed and their 
ability to learn quickly. 


Meanwhile, we treat our imported oil 
with care. Our crude supply is assured 
through government-to-government 
agreements with oil-producing countries. 


We transport and refine the crude ourselves. 


In fact, PNOC is now the Philippines’, 


biggest oil refiner, marketer and transporter. 


Our imported oil is assured but we 
relentlessly continue to develop our own 
resources. We can't afford to slacken nor 
relax in this effort. We must deliver energy, 
otherwise it is a national crisis. 


In PNOC, we never forget: we were 
born in crisis. 








PNOC 


PHILIPPINE NATIONAL OIL COMPANY 


HEAD OFFICE PNOC Building. 7901 Makati Avenue, 
Makati, Metro Manila, Philippines 
Tel. Nos. 85-90-61; 85-88-56, 
Telex: 22259 PNO PH RCA; 63667 PNOC PN Eastern: 48270 PNOC PM IT, 
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| To tell or not to tell — 
| that is the question 


By William Wetherall in Tokyo 


| beer illnesses are as fatal in Japan 
| E as in other countries. But only one 
| out of four cancer patients who died in 
A Japanese national sanatoriums in 1983 
| were aware that they had the disease, 
according to a 1985 Ministry of Health 
= and Welfare study. 
JR — . Doctors and nurses at 100 of the 127 
| government- run medical treatment 
| centres that were queried throughout 
| the country reported that only 139 
= (5.4% of the 2,584 patients) who had 
| died of cancer in the facilities definitely 
NT “knew” the nature of their illness, while 
1 525 (20. 3%) were only “thought to have 
| known.” The majority either “did not 
| know” (1,403 or 54.3%) or were “un- 
| certain" (517 or 20.0%). 
| — Of the patients who definitely 
| “knew” they had cancer, only 16 
-. (0.62%) had been directly told by their 
| doctors; the rest had learned of their 
is . diagnoses from relatives or friends. 
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_ By Jamal Rasheed in Lahore 


E November last year, Pakistani Pre- 
 Msident Zia-ul Hag and the Agha Khan 
inaugurated thé Agha Khan University 
| Hospital. To a huge audience of the in- 
| | ternational medical jet set, government 
| ‘Agha Kh and Ismaili followers of the 
Pena Khan from around the world, 
| both leaders stressed that this would be 
t. ela centre of excellence for Asia. 
| 600 miles to the north in Lahore, 
| junior doctors had entered their second 
. month of a prolonged strike which had 
. decimated ealth services in poe: 


























| protestin doctors, lobbed tear gas 
- shells and attacked female doctors. 
| | Ina rural government clinic just 50 
| miles to the west of Lahore, a young 
| . doctor told this correspondent that his 
3 clinic had been without drugs for two 
| months, his medical equipment had 
broken down and often he was treating 
| patients out of his own pocket. 
| The Pakistani press has been full of 
articles describing the developing health 
| crisis. The 1984 report of a government- 
We appointed commission describes Pakis- 
| tan as “one of the most sick, if not the 
sickliest, nation of the world.” The re- 
L por has not been debe 30 
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Most of the patients who were "thought 
to have known" arrived at their own 
conclusions from the kind of therapy 
they were receiving, or through conver- 


| sations with other patients. 


Gan (cancer) is hardly a new word in 
the Japanese language. And according 
to character stereotypes, Japanese peo- 
ple are supposed to be stoic about death. 
So why the reluctance. of Japanese 
medics to tell their patients the truth? 

The anthropologist Hiroshi Wagat- 
suma attributed the unwillingness of his 
own doctors to admit that he was dying 
of oesophageal cancer to "the be- 
haviour patterns that regulate Japanese 
culture." By this he meant that “it is 
generally accepted [in Japan] that one 
does not tell a patient the truth." 

Wagatsuma observed from the way 
his own physicians had "lied" in answer 
to his direct questions, that “even if the 
doctor says nothing, the patient knows 


| How to find a cure for 
the sickliest nation 


Doctors in Lahore came out in pro- 
test against having to sit for a written 
test related to Islamic and national 
studies before they could apply for a 
job. The test, the young doctors 
claimed, had nothing to do with 
medicine, but their future careers could 
hang on it. The protest has now widened 
to include senior doctors in Lahore, 
while doctors all over the country be- 
to the Pakistan Medical Associ- 
ation (PMA) have also joined the pro- 
test. The government has continued to 
treat it as a law-and-order problem in- 
stead of dealing with the wider issues 
raised by the doctors. 

The day the protest erupted some 
4,000 newly qualified doctors were ap- 
plying for just 700 jobs available in gov- 
ernment hospitals. At present, accord- 
ing to PMA spokesmen, there are some 
17,000 unemployed doctors in Pakistan, 
many of whom have now left the medi- 
cal profession out of sheer frustration. 
All this despite a chronic lack of basic 
health care for 80% of the population. 
Ameneh Ali, in Herald Magazine, 
states that Pakistan’s health sector re- 
ceives the lowest budget priority, or 
0.6% of the gross national product. 








that one has cancer; and though nothing 
is said, the doctor knows that the patient 
knows. Without so much as uttering t 
name of the disease, the doctor can stil 
say ‘Everything went well, didn't it, 
and the patient can reply ‘Thanks to 


you,’ 10 years after an operatiqn with- 
out spread or relapse. For there really 
seem to exist the kinds of mutual re- 
lationships in which conversations occur 
on the basis of ishin denshin [literally 
conveying one’s heart with one's heart].” 

For Wagatsuma, relationships favour- 
ing “non-verbal communications” were 
the “essence” of Japanese culture. “For 
a doctor who regards this kind of re- 
lationship as ideal,” he wrote, “a patient 
like me [who insists on being told the 
bad news] is considered an unmanage- 
able ‘alien’.” His surgeon had said to 
him when pressed to disclose the facts: _ 

“You're a very exceptional case [to ! 

told that you have cancer]." 


W Beatsuma was an internationally 
recognised expert on why people 
in Japan (including ethnic and social 
minorities) behave and misbehave as 
they do. He had studied and taught 
at several universities in the US (Har- 
vard, Berkeley, Hawaii, Pittsburgh, 


Young doctors this correspondent 
spoke to claim that there has been no 
health policy during the past eight years 
of martial law and in real terms less is 
being spent on health care than 10 years 
ago. Many rural towns and most villages 
are without basic health units or poly- 
clinics and many urban centres do not 
have fully equipped hospitals. Govern- 
ment spokesmen claim that young doc- 
tors are averse to going to rural areas 
where government hospitals do exist 
and prefer to remain in towns. Doctc 
insist however, that conditions at go 
ernment hospitals are appalling. 


Noon: review of drugs prices. 
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Los Angeles) for almost two decades 
before returning to Japan in the late 
: 1970s. K 
As a totally bilingual psychologi- 
cal anthropologist, he was easily able 
adapt himself to the social norms 

n either side of the Pacific. Yet he 
laimed in a death-bed essay, entitled 
Is Cancer a Taboo Word? that he 
had suffered “culture shock” when his 
American expectations of clinical di- 
rectness refused to accommodate his Ja- 


Operating theatre: doctors evade direct questions. Pu 


There is no accommodation avail- 
able, health centres often lack any 
adequate medicines or support equip- 
ment because of rampant corruption 
within the Health Ministry and doctors 
have no chance of advancing their 
careers either through promotion or ad- 
vanced medical courses. After a seven- 
year course in which the state is esti- 
mated to have spent Rs 70,000 
(US$4,348) on a single qualified doctor, 
the government offers a salary of just Rs 
7^0. At present the PMA is lobbying the 

ivernment to double that. 

Even in urban areas many large gov- 
ernment hospitals resemble Dante's In- 
ferno rather than hospitals. In Lahore's 
prestigious Mayo hospital, which has 
one of the best reputations in the coun- 
try, there is an enormous refuse tip in- 
side the building between two wards. 
Operating theatres are often left blacked- 
out during electricity cutoffs and doc- 
tors wage a losing battle against post- 
operative infections. A professor of 
surgery said that at most teaching hospi- 
tals, wound infection cases inside hospi- 
tals range from 15-45% of all cases. “If 
5% cases of infection occur in a hospital 
anywhere else in the world, the hospital 
and the operating theatres are closed, 
but not in Pakistan,” he added. 

The government has attempted to 
rectify this situation by trying to encour- 
age the private sector to go into health 
care. Most doctors dismiss this as totally 
irresponsible. “If the government 
thinks that health care should be based 
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panese appreciation for circumlocution. 

Uncertain about what his doctors 
had found, Wagatsuma had spent a 
sleepless night worrying if his surgery 
had been a success "Or was it too late — 
and how long he had to live in the case of 
the [atter. He could not stop trembling, 
and “a resentment toward all doctors 
raged in my chest." He felt that he 
would have had more will to fight, and 
would have been psychologically more 
composed, had his doctors been willing 





on charity or treated as a business, then 
it should stop governing altogether," 
said one senior doctor in Lahore. 
Private hospitals flourish in urban 
centres but they are extremely expen- 
sive and have no facilities for people 
who cannot afford the treatment. Many 
of the best-qualified doctors in the 
country work mornings in government 
hospitals and evenings in private hospi- 
tals or clinics where they are paid very 
well. There is no limit to what private 
practioneers can charge their patients 
and many charge about Rs 200 a visit, 
not just to make money but to prevent 
being deluged by hundreds of patients. 


A osse the official medical profes- 
sion a vast network of unqualified 
"quacks" provide cheap but not al- 
together safe treatment to the bulk of 
the population. The PMA estimates 
that there are 50,000 unregistered, un- 
qualified people operating as doctors. 
Some are ex-nurses or drug compound- 
ers, others just sweepers or peons, 
who, after having worked in hospitals 
return to their villages to open up medi- 
cal shops. There are also numerous her- 
balists and professional bone setters 
(many of them ex-wrestlers) who are re- 
sented by doctors and quacks alike. 
However, their age-old remedies are 
often more effective and cheaper than 
hospital treatment. 

The. intense debate between most 
doctors who feel that the state must pro- 
vide the population with basic health 


to resolve his suspicions when he had 
first expressed them. 

Wagatsuma's views were only partly 
supported by the government study re- 
leased in November 1985, four months 
after his death at the age of 58. The 
study indeed shows that very few doc- 
tors tell their terminal patients the 
truth. But it also suggests that most doc- 
tors and nurses do not assume that their 
patients are reading their minds. 


Asse to the folklore widely 
endorsed but unproven by social 
scientists, Japanese are supposed to be 
especially adept at tacit or silent com- 
munications. The usual explanation for 
this “unique” ability is that Japan has 
been an island nation. Geographical 
isolation is supposed to have resulted in 
such a high degree of ethnic homogenei- 
ty that all Japanese think alike, hence 
even husbands and wives have little 
need for words to transmit their feelings 
of love, or hate as the case may be. 

The government study, however, 
suggests that even in Japan, words not 
spoken are messages not received. If re- 
liable, it means that either most termi- 
nal cancer patients know why they are 
dying but conceal their awareness so 
well that their doctors and nurses think 
that they do not know; or that they are 
extremely skilful at evading what must 


care, and the government which urges 
the private sector to take over the medi- 
cal business, has now developed inter- 
national political implications. The In- 
ternational Monetary Fund and the Aid 
to Pakistan Consortium, as well as in- 
stitutions such and the World Bank, 
which fund much of Pakistan's social 
and economic development, now de- 
mand that the government should 
charge “user charges" in state hospitals 
and increase privatisation. 

The REVIEW also learned that the 
Minister of Health Noor Hayat Noon is 
at present involved in detailed talks with 
the multinational drugs companies that 
operate in Pakistan concerning an in- 
crease in their drugs charges. Although 
these talks remain secret, more protests 
can be expected by both doctors and the 
public if the already high prices for 
drugs are further increased. 

Prime Minister Mohammed Khan 
Junejo promised that after the lifting of 
martial law, the health sector will re- 
ceive a great deal of attention from his 
government. What is clearly needed is 
much more funding, a long-term rural 
health development programme, health 
education and a proper inquiry into the 
problems that the medical profession 
faces in the country. Pakistan already 
ranks among countries such as Af- 
ghanistan and Bhutan for the low prior- 
ity given to health and if this slide con- 
tinues, the crisis in the health sector 
could well develop into a major political 
challenge for the government. oO 
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be in many cases the obvious truth. 
Wagatsuma himself recognised that 


alongside one patient's “right to know" | |i | 
is another patient's “right not to know.” | - 


And so he concluded that cancer should 
be disclosed on a case-by-case basis. 

Psychiatrist Takeo Doi, director of 
Japan's National Institute of Mental 
Health and a close friend of Wagat- 
suma, believes that *a doctor who with- 
holds the truth from a patient subjec- 
tively thinks that he does so out of com- 
passion, not realising that his refusal to 
speak out is due to his own weakness." 
He also cautions that “American doc- 
tors do not necessarily tell the truth be- 
cause they love the truth” but may dis- 
close the details of an illness to protect 
themselves from malpractice suits. 
B: Wagatsuma and Doi leave the 

impression that only Japanese doc- 
tors balk at disclosing the facts. In fact, 
"to tell or not to tell" is the dilemma of 
physicians the world over. Psychiatrist- 
cum-thanatologist Elisabeth Kubler- 
Ross writes in her best-seller On Death 
and Dying (Macmillan, 1969) that hos- 
pital staff are often concerned about a 
terminal patient's tolerance of “the 
truth.” But she wonders “which truth?" 
for there are many views of any reality. 
And she recommends that doctors, 
nurses and clergy ask simply: “How do I 
share this with my patient?" rather than 
"Should we tell?" 

Kubler-Ross also provides evidence 
that “non-verbal communication” is a 
universal human capacity. “Most if not 
all of the patients know anyway,” she 
says of people who are not directly told 
that their cancer is malignant. “They 
sense it by the changed attention, by the 
new and different approach that people 
take to them, by the lowering of voices 
or avoidance of rounds, by a tearful face 
of a relative os an ominous, smiling 
member of the family who cannot hide 
their true feelings.” 

Hitoshi Ishii, an otolaryngologist 
who successfully fought lung cancer, 
wrote in a novel called Cancer Carrier 
that doctors evade specific questions 
and otherwise make themselves un- 
. available for explanations, not because 
they are really busy or heartless, but be- 
cause “they don't know the techniques 
of how to cope with patients; they are 
not taught that conversation with a pa- 
tient is an important therapeutic mea- 
sure, and few doctors try to learn how." 

The government study may change 
all this. It recognises the need to con- 
sider ways of dealing with cancer pa- 
tients on the premise that they "know." 
And as though to take up Wagatsuma's 
dying torch of hope that Japanese doc- 
tors will become more frank with their 
patients, it recommends further re- 
search into how terminal care can be im- 
proved, through making hospitals more 
like home, and by increasing staff 
awareness of the needs of patients who 
know they are dying. o 
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Hindu ascetic praying; Buddhist monk: Christians claim persecution. | 


RELIGION 


No converts allowed 


By Kedar Man Singh in Kathmandu 


avid Atkinson, a British Conservative MP, went on a 1,000-mile tour of 

Nepal. His mission, as leader of a delegation from Christian Response In- 
ternational (CRD), was to find out about the Christians in this country, the only 
Hindu kingdom in the world. He returned fully convinced that the religious 
rights of Christians are being violated. 

During his stay, Atkinson met 36 Nepalese Christians who had apparently 
submitted taped transcriptions explaining how they had been harassed by local 
authorities and tortured in the course of a court trial, in which they were pro- 
secuted for being converted to Christianity, as well as, in their turn, converting _ 
others — Hindus and Buddhists. 

The CRI then informed Randhir Subba, Nepalese minister for education, 
culture and foreign affairs, of this unfortunate state of affairs. Subba hastened 
to reassure the delegation that there would not be any torture or abuses 
of religious freedom in the future and that bibles would no longer be con- 
fiscated. 

A government spokesman, however, denied that there was ever any ques- 
tion of persecution and discrimination against Christians. He offered as an 
example of official tolerance the fact that the Christian Society of Nepal was 
allowed to stage a procession carrying the effigy of Christ on Christmas Eve, as 
well as the fact that Christians could hold meetings in different districts with- 
out being disturbed by the local administration. | 

It was, nevertheless, revealed at the press conference prior to the delega- 
tion's departure that 78 Nepalese Christians are facing court trials, accused of 
preaching Christianity and converting Hindus. Furthermore, four foreign 
Christians — two Americans, a Briton and a Swiss national — have been ex- 
pelled. 

The 1981 census carried out by the Central Bureau of Statistics showed the 
total number of Christians in Nepal as 3,890, but three years later the number 
has grown almost eight times, according to a senior government spokesman. 
The spokesman emphasised that according to the Nepalese Constitution any- 
body may practice any religion he or she wants, but one cannot convert others. 
The Nepalese legal code awards a maximum penalty of one year's imprison- 
ment to any Hindu who gets converted to another religion and three to six 
years' imprisonment to any person who seeks to proselytise a Hindu. 

He proceeded to explain the rather complex ins and outs of the code of 
Hindu philosophy, which says that Hindus can never relinquish their ancestral 
religion, even if they are converted to other creeds, including Christianity. 
Commenting on the visit of the first Christian fact-finding mission to Nepal, he 
said this would surely help to dispel any doubts and misunderstandings about 
the provisions in the Nepalese Constitution and laws, which the Nepal Gov- 
ernment is determined to implement in both the “letter and spirit." 
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Choosing the right XO is easy 
when you can afford Rémy Martin. 


IHE XO COGNAC by REMY MARTIN 


Exclusively Fine Champagne Cognac 





This January, February and March, First Class passengers on our nonstop flights from Tokyo to Singapore will enjoy a menu includ 
Kani no Suimono (crab soup), Ise Ebi Salad (lobster salad) and Nadaman Managatsuo Yakimono (grilled pomfret), prepared to reci 
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ated exclusively for Singapore Airlines by Nadaman of Tokyo. Accompanied, as always, by such pleasant diversions as Dom $, 
rignon, Malossol Caviar and Hennessy X4O., served by our geytle hostesses in their sarong kebayas. SINGAPORE AIRLINES 


NADAMAN, AND è 
ONE OF THE FINEST RESTAURANTS SINGAPORE AIRLINES 
IN TOKYO. FIRST CLASS 
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Sessa: Everything "- 
as you would expect. 
And more. 








MARINA 


MANDARIN — AT MARINA SQUARE 
SINGAPORE 


A hotel so special, so spectacular. 
Soon. In the new heart of Singapore. 


The moment you step into the new Marina Mandarin, you'll be 
greeted by a breathtaking sight. The whole interior is designed 
around a spectacular 21-storey Atrium. A gigantic 36 metre 
long modernistic-sculpture suspended from the skylight forms 
the focus of attention. 


Each of our 640 rooms and suites offers the luxury of 18th 
Century oriental splendour and looks out on beautiful views of 
the Marina Bay and city skyline. 

Exquisite gourmet meals are served at our four specialty 
restaurants. In addition, there are casual meal outlets, lounges 
and a discotheque. 

Recreational facilities abound, while connected to the hotel will 
be S.E. Asia's largest shopping mall. 

Marina Mandarin. The most spectacular hotel in the new heart 
of Singapore. 

Opening late 1986. 


a. fae TERZA D 


n = <a 
LAU * A a 
—— pm 

xt 


P" d x MD : 
E ^ PI ' n > 

i -Å= ! im > 
ex. 1 i e [a 
: S ; Í 

- " — Ec , 
ps 4 3 a f T » " 
Du s } , 
> 
E Í i A | 
mw — we "UR 
ce Wr - $ 
"E MIS e 2 ae © ie] 

- 


ax] * 
nN 





For more information, please contact 

Mr Michael T.S. Tan 

Director of Sales & Marketing 

333 Orchard Road, Singapore 0923 

Tel: 7374411. Telex: RS 21528 MANOTEL 
Cable: MANRINOTEL. Fax: 7322361 


Corporate brochure available on request 


Represented by: 
The kading Hotels of theWorld* and 


Utell International 


Payment of is enclosed 
| Name 
| Address 
| Country 
| O Jetspeeded © Surface mail 
i | Cheque payable to Far Eastern Economic Review enclosed 
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Yearbook. It gives you Asia minus the mystery. 
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Bhutto; Indian troops advancing in Rajasthan: doubtful sources. 





POLITICS 


Warped Indian views 


The Future of Pakistan by D. H. Bhutani. Promilla and Co., New Delhi. Rs 190 


(US$11.80). 


Islam and Revolution edited by Asghar Ali Engineer. Ajanta Publications, New 


Delhi. No price given. 


ndia: The Siege Within by M. J. Akbar. Penguin Books. £2.95 (US$4.29). 
Politics in Pakistan: The rise and fall of Bhutto by S. Nath Kaushik. Aalekh Pub- 


lishers. Jaipur, India. Rs 80 (US$5.40). 


Pakistan: An End Without a Beginning by Syed Ziaullah and Samuel Baird. 
Lancer International. New Delhi. Rs 150 (US$10.20). 


he legacy of mistrust between India 

and Pakistan has been fuelled by the 
millions of dead in 1947, three bloody 
wars and paranoiac suspicions for four 
lecades. At a political level both na- 
ions remain trapped in the rhetoric of 

the past, though the accusations they 
level at each other may be about topical 
issues. Whether it is fear of foreign arms 
supplies, nuclear rivalry, political inter- 
ference or trade, both countries rake up 
the volcanic eruptions of 1947. 

On a human level, however, there 
is an obvious desire for goodwill. A 
common cultural heritage, similar 
socio-economic problems and 
thousands of families divided by the 
brutalised border, has led to the shut- 
ters going up in millions of Indian and 
Pakistani minds. 

On both sides the gap between the 
confrontationist policies of the ruling 
elite and the conciliatory attitudes of or- 
dinary people grows daily. Today 
neither Indian Prime Minister Rajiv 
Gandhi nor Pakistan President Zia-ul 
Haq could drive their populations into a 
frenzy of national chauvinism if there 
were to be another war. 

Those who should be bridging this 
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gap between the rulers and ruled are the 
intellectuals, academics and journalists. 


In both countries it is their task to 
change the preconceived attitudes and 


the outworn historical arguments that 
their governments still carry like dead- 
weights. It is their task also to cultivate 
public opinion in favour of peace and 
educate new generations with a more 
rational and less prejudiced view of 
each other's societies. 

The tragedy is that on both sides of 
the border it is this very group of in- 
fluential writers who reaffirm old fears 
and suspicions, accuse and counter- 
accuse with their prejudices rather than 
their reason and thereby give intellec- 
tual credibility — albeit a false one — to 
their government's policies. 

During the past year some two dozen 
books on Pakistan have been published 
by Indian academics and journalists. 
Sweeping statements are dangerous, 
but it must be said that the overall qual- 
ity of these books — their intellectual 
rigour and honesty, their objectivity 
and insight and the ideas they generate 
— are abysmal. Young authors, who 
were not even born at partition, still 
drive home the prejudices of the past — 









Muslims do not constitute a nation, par- | 
tition was a plot, Pakistan had not the | 
right to break away from “Mother ^ 
India" and still has little right to exist. | 
The fact that Pakistan does exist andthe | 
need to analyse Pakistani politics and |} 
relations between the two countries on — 
that basis is rarely evident. ] 
The intellectual rigour of these In- | 
dian authors is equally shoddy. Factual | 
mistakes abound, dates are wrong, de- | 
scriptions of political personalities and 
events are widely off the mark. All this — 
despite the vast democratic freedoms 
that Indian journalists and academics | 
have, to travel and research, their ac- | 
cess to Pakistani books and newspapers, | 
the lack of terrorism on the campuses | 
and a free press. 


* 1 
I 


any authors who have written on | 
Pakistan have never travelled there — 

or even met Pakistanis. Two authors of } 
books on Pakistani-Afghan and Sino- | 
Pakistani relations have not visited the | 
countries concerned. Books are com- — 
piled on the basis of newspaper clip- | 
pings and the petrified ideas that India's. | 
political-intellectual elite have fed its 1 
population for decades. The stereotyped | 
images of Pakistan as an American | 
stooge, steeped in Mullaism, ruled by | 
generals and of its leaders from Jinnah | 
onwards as being liars, cheats and mor- 1 
tal enemies of “Mother India" are con- — 

stantly reinforced. 3 





Even if some of these images are true i 
they are never vigorously analysed or | 
debated, nor are the root causes of | 
Pakistan's political malaise today ex- | 
posed. The main aim of Indian jour- |- 
nalists visiting Pakistan is an interview | 
with Zia. E 

India's educational system has f 
spawned a large number of universities, | 
research institutes and think-tanks. f 
However, interviews with Indian | 
academics over the past few years have | 
demonstrated, to this reviewer at least, | 
their unawareness, even disinterest in 
what goes on outside India. Political - 
scientists and sociologists remain trap- | 
ped in their narrow fields of study and | 
cannot discuss deeply issues such as the — 
Middle East crisis or Southeast Asia, let | 
alone the politics of India’s many neigh- | 
bours. m 
The think-tanks and private research | 
institutes, mostly based in New Delhi, | 
are run by hawkish, establishment fig- — 
ures who display an arrogant and pa- |} 
tronising attitude towards these neigh- | 
bours, especially Pakistan. E 

The mediocrity of India's academics, — | 
as far as understanding Pakistan is con- | 

B 
cerned, does not excuse the state of | 
academia in Pakistan, which is much | 
worse. On both sides of the border pub- f 












lished intellectuals have failed in the ` 
task of bringing about understanding 
between the two peoples. The onus, 





4 





y 
i 
3 
—H 
Pe 


V. <% IA EE A ' : e" * > ay 


— ae bu a e 










 hOWCV | 
| larger educational establishment, great- 
| erfreedoms and access to research mat- 
| erials. However, instead of prejudices 
| and suspicions being dist they are 
_ reinforced and reasserted by each suc- 
| ceeding generation of writers. These In- 
| dian books, very briefly reviewed 
| below, all reflect this tragedy. 
^ Politics in Pakistan: The Rise and 
| Fall of Bhutto is one of a series of books 
| issued by the South Asia Centre at the 
| University of Rajasthan. It has been 
| culled almost wholly from newspaper 
| clippings and books on late Pakistani 
= prime minister Zulfikar Ali Bhutto by 
-~ other authors. 
— . Kaushik's sources are secondary and 
= second rate, thereby forcing him to use 
|< vague terms such as, “it appears that . . ." 
| “... itis widely believed...” and... 
;. “some people say" to establish the cre- 
. dibility of his sources. The books offer 
. no insight or ideas about the mass up- 
surge that swept Bhutto into power and 
. out again, nor the forces that supported 
be hen deserted him. 
— Instead, the author glibly writes that 
_ Bhutto's failure was his inability to curb 
. the power of the mullahs, which in fact 
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J igh in the remote Tibetan-populated 
| Rinterior of China's Sichuan pro- 
. vince hangs the Bridge of Iron Chains, 
across the Dadu River at Luding. Its 
frail assemblage of wooden planks 
. sways over the torrent beneath. If the 
. Chinese Red Army had not succeeded 
in crossing those chains in 1935, in the 
. teeth of enemy machine-gun fire from 
_ the opposite bank, there would be no 
Long March for us to read about, no 
= communist government in China, no 
. world fame for Chairman Mao. One 
stick of dynamite would have changed 
history. Merely to look at the Bridge of 
Iron Chains in the new photograph on 
the dust-jacket of this book is to recap- 
ture the tension. 
— That is the drama of the extraordin- 
ary 12-month trek which Mao and his 
followers made through China just 50 
- years ago. The drama was quite differ- 
ent from the storming of the Bastille, 
Valley Forge or the Winter Palace 
‘of St Petersburg in 1917, all cited by 
Salisbury in his opening pages. Far from 
being identified with the Chinese nation 
and people, the Chinese communists in 
.1935 were an almost unheard-of minor- 
ity on the fringe of the nationalist move- 
. ment. They did not come to power until 
- 14 years later, and then only with the 
. unwitting help of their enemies, the Ja- 
- *panese and the incompetent Chinese 
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Zia: trapped by rhetoric. 


was only one of many factors. There is 
no analysis of the role of the army or the 
Pakistan state. The author is obsessed 
with trying to find Gandhi-type leaders 
among the Pathan and Baluch politicans 
who opposed Bhutto, where none 


Long way from home 


The Long March: The Untold Story by Harrison E. Salisbury. Macmillan, London. 


Nationalists. Without those factors the 
Long March would indeed have proved, 
as Salisbury unintentionally miscalls it, 
an "endless retreat." 

But the Long March is a sensational 
story, the great epic of modern Chinese 
history, which even the dishonouring of 
Mao's golden promise in the bloodbath 
of the 1960s did not tarnish. The story 
tells itself: Salisbury's virtue is to have 
provided us with the most up-to-date 
and detailed account of it. 

A decade ago this veteran reporter 
for The New York Times, repeatedly re- 
fused a visa for China, systematically 
travelled all round China's borders to 
write a book (Orbit of China) showing 
what it looked like from the outside. It is 
that kind of persistence which enabled 
him in the end to gain access to many 
survivors and eye-witnesses of the Long 
March, the route of which he virtually 
traversed for the purpose. 

He draws upon new memoirs pub- 
lished by many of the participants, nota- 
bly Peng Dehuai, Nie Rongzhen and Xu 
Shiyou. Salisbury was also able to tap 
many new informants by interview or 
letter, including such Red Army com- 
manders of the period as Yang 
Shangkun, and a few old inhabitants 
along the route. 

Some of this new evidence is a little 
more believable than earlier accounts. 
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existed zand he repeatedly 5 wt 
Bhutto, was not prepared to accept 
India’s dominant role in South Asia. © 
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The b k is conceived in terms of In- 
dian pi tics rather than Pakistan's real- 
ity. | 

i The authors of Pakistan: An end 
Without a Beginning betray their inten- 
tions in the very title — Pakistan is now 
at an end because its very beginning was 
unjustifiable. The book comprises a 
series of interviews in a straight ques- 
tion and answer pattern with some 
Pakistani political figures. The authors' 
foreword to the book is replete with the 
stereotyped images of Pakistan that so 
many Indians have. 











TJ questions constantly assume an 
air of arrogance and superiority and 
their overriding obsession is with India's 
claim to Kashmir and Pakistan's degen- 
eration into a fundamentalist Islamic 
state. The latter is refuted by many of 
those interviewed, who claim that th« 
military regime has only usurped Islan 
for its benefit, but the authors do not 
choose to listen. 

Bhutani in his The Future of Pakistan 
also makes his intentions clear with his 


The Red Army used to boast of being 
fair to innocent civilians in its path, pay- 
ing for its food. Now it admits that there 
were times when it had to take rice with- 
out paying because the alternative was 
to starve. There were also cases of dis- 
tributing opium to the peasants. Such 
honesty is a welcome new element in 
Chinese communist history. 

Several episodes on the Long March 
are illuminated by new information. 
Salisbury has discovered a previously 
unknown conference of the politburo 
and military commission in mid-De- 
cember 1934 at Tongdao in southern 
Hunan, which was evidently a prelude 
to the famous Zunyi Conference where ~ 
Mao first emerged as an alternativ 
leader. He also gives us the first pub-: 
lished account of the Battle of 
Qinggangpo in Guizhou, an important 
engagement previously unknown to the 
outside world. There is more about the 
Zunyi Conference itself. A newly re- 
leased memorandum by one of its few 
surviving participants, Chen Yun, is 
particularly helpful. 


2 Pw is a problem here, however. It 
is natural for new accounts of con- 
troversial recent history to be coloured 
by the self-interest of the faction now in 
power: everyone wants to have been on 
the Long March and on the right side in 
the factional manoeuvring. Salisbury 
seeks a balance in his conclusions, but 
he highlights the new information which 
he has been favoured with, or which has 
recently been published in China, as 
being better than what came out before. 
This is doubtless true for the most part, 
but not necessarily in every case. 
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A, first sentence. “Though ostensibly 
.about Pakistan, its future and all that. 
the book is really concerned with India. 
The author regards Pakistan as India’s 
major handicap, or as Nehru said in 
anger, a carbuncle that had settled on 
the back of India’s body politic.” Indeed 
after such a beginning one could well 
ask why the author bothered to write a 
book,on Pakistan at all. He fills the rest 
of his pages with similar anecdotes, pre- 
judices and arrogance that make the 
book unreadable. 

The essays collected under the titl 
Islam and Revolution by A. A. En- 
gineer cover the Islamic world with a 
special reference to Pakistan. These es- 
Says expose the sheer lack of insight, 
understanding and even basic factual 
knowledge of Indian scholars on a 
phenomenon which surely must affect 
them because India has the largest Mus- 
lim population in the world. 

M. J. Akbar’s, India: The Siege 
Within, has been a recent best-seller in 
India. The author, an Indian Muslim, 
has been much admired by Pakistani 
journalists because he was the first Mus- 
lim to become so well known in the In- 
dian media. As editor of the investiga- 
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tive magazine Sunday and a new Eng- 
lish daily newspaper, The Telegraph, he 
has brought a new professionalism and 
energy to Indian reyvspapers. However, 
with the publication of this book he will 
lose many of those admirers. His cen- 
tral thesis is that the troubles India faces 
today in Punjab, Kashmir, Assam and 
other states stem from Pakistan break- 
ing away from India, which set a prece- 
dent for other religious minorities and 
linguistic separatists. 


Ls first 100 pages of the book are a 
blistering attack not only on Pa- 
kistan and its leaders but on every 
aspect of the country's political system 
for the past 40 years. The extremely 
reactionary tone of the invective is more 
reminiscent of the language of the neo- 
fascist Hindu grouping — the Rashtriya 
Swayamsevak Sangh — than that of an 
objective journalist. Pakistani critics 
point out now that the reason why 
Akbar has reached the top of the jour- 
nalistic pile in India is the fact that as a 
Muslim, his anti-Pakistan rhetoric is 
more extreme than any Hindu extrem- 
ist's. 

His view of Pakistan is based almost 


Mao at the time of the Long March; Bridge of Iron Chains: history rested on one bridge. 


Salisbury constantly snipes, for 
example, at Braun, the German adviser 
on the Long March, as probably mis- 
taken in various details of his memoirs — 
“handicapped by lack of notes and writ- 
ing 30 years after the events.” Yet pre- 
cisely the same handicap dogs his other 
informants, more glamorous, more cur- 
rently powerful and seemingly helpful 
though they may be. 

Nor is it clear at the end that Salis- 
bury is in full control of his material. His 
short stabbing sentences and somewhat 
disconnected paragraphs or passages 
suggest a difficulty in bringing together 
a mass of unwieldy information, not all 
of which is directly to do with the Long 


March. We keep slipping back and forth 
in time, with background information 
on personalities and events alternating 
with indications of what has now hap- 
pened to the same people 50 years later. 
It can become rather confusing. 

The surprise in the end is the thin- 
ness of the new data. Much of Salis- 
bury's story was already there, and the 
full reconstruction still eludes us. The 
Red Army itself cannot yet overcome its 
embarrassments, inhibitions and fac- 
tional rivalries to produce its own de- 
finitive version. 

But these are counsels of perfection. 
Salisbury is to be congratulated for com- 
ing out of orbit and landing at the centre 


wholly on the theory that from its incep- 
tion it was an Islamic fundamentalist 
state, whereas it is clear to any historian 
that Pakistan's weakness has stemmed 
from having too many factions — 
feudal, secular, religious, military — 
squabbling over their own definition of 
what Pakistan should be. It is perhaps 
only in the most recent military dictator- 
ship under Zia that the mullahs have 
had more influence than before, but 
they still do not rule the state. 

Akbar's writing is confused. In a 
single chapter he moves from 1947 to 
1984 and then back to 1965 in a bewil- 
dering array of quotes from other peo- 
ple's books and anecdotes. Sentences 
are badly punctuated and put together 
and it appears that Penguin have done a 
feeble job of editing this work. More 
than any of the above authors, Akbar 
reconfirms India's intellectual elite's 
worst prejudices of the past. The book's 
popularity in India today is a sad reflec- 
tion: of the state of relations between 
the two countries, because it means 
that a new generation of Indians is 
being geared up to the same animo- 
sity towards their neighbour. s 

— Jamal Rasheed 








of his ambition, nursed for more than a 
decade, to write the story of the Long 
March by retracing its path and inter- 
viewing its survivors. For those who 
want the heroics of Marshal Chen Yi's 
soldiers tying his leg to a tree in order to 
squeeze the pus out of his gaping hip 
wound and swabbing it out with Tiger 
Balm, or He Zizhen giving birth to 
Mao's child in the middle of a battle and 
having to give it to local peasants to look 
after (it was never found again), or the 
rearguard in the deserted grasslands 
surviving by eating undigested grains 
from the defecations of the. men who 
had preceded them — this is the book. 

— Dick Wilson 
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By Anthony Rowley in Manila 


“Fhe securities-investment map of 
| Asia, now dominated by Tokyo, 
.| Hongkong and a few other better-de- 
| veloped markets, may well look very 
| different in a few years time. Active 
.| markets dealing in corporate and gov- 
| ernment stocks for both local and 
_ foreign investors seem likely to emerge 
| in India and across the Subcontinent as 
| well as in Indonesia and even some of 
| the smaller Pacific island states. And 
| the East Asian markets of South Korea 
. and Taiwan will open further. 
— Capital market development — 
. along with privatisation of government- 
— owned entities, another tenet of neo- 
| capitalism — has become an article of 
| faith with Asian governments previ- 
| ously dedicated to the principle of 
. socialist-style ownership and planning. 
| Their conversion is as much a matter of 
| pragmatism as ideology. Mounting 
| foreign debt and burgeoning domestic 
| budget deficits have convinced them of 
.| the need to mobilise more non-debt 


t 


| capital, both domestically and from 


V d 

| abroad. 

| This awareness of a need for new 
| thinking on the means of financing 


| development was very apparent at an 
| Asian Development Bank (ADB) semi- 
. mar on capital-market development held 
| in Manila from 14-16 January. From 
| India came the remarkable story of its 
H- stockmarket revolution, while countries 
| like Sri Lanka,*Pakistan, Bangladesh 
| and Nepal indicated a sea-change in 
| their attitude towards private owner- 
| ship of assets. Even Papua New Guinea 
n: and Fiji talked enthusiastically of de- 
| veloping their stock and capital mar- 
| kets. 
— Ironically it was Singapore and Ma- 
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| markets to halt trading for three days 
(REVIEW, 12 Dec. '85), though both 
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ADB: private lives. 


seem likely to emerge with stronger 
markets as a result. From the relatively 
developed markets of East Asia came 
some reservations about trying to trans- 
plant Western investment cultures 
wholesale to Asia. But overall the cli- 
mate was in favour of market liberalisa- 
tion and deregulation. 

As former US Treasury secretary 
Henry Fowler, who chaired the sym- 
posium, put it: “The capital markets of 
many developing nations in South and 
East Asia are ripe for a meaningful ad- 
vance in their development.” The ques- 
tion is whether the enthusiasm on the 
part of these countries will be matched 
by a coordinated effort by multilateral 
institutions like the ADB and the World 
Bank which are both talking eagerly — 
though sometimes separately, it ap- 
pears — about market development. It 
is also an open question whether West- 
ern investment institutions are prepared 
to give emerging markets the support 
they need. 

The ADB symposium arose out of a 
study it has made over the past 18 
months of capital-market development 


— WOW. THE MARKETS RATE (December 1984) 
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in Indonesia, South Korea, Pakistan, 
the Philippines, Thailand and: Sri 


Lanka. British merchant banks Morgan 


Grenfell and Samuel Montagu as well as 
Japan's Nomura Research Institute did 
much of the research. The ADB, ac- 
cording to its president, Masao Fujioka, 
will now go on to develop “individual 
country strategies” to help foster capital 
markets. The bank is also planning to 
set up a private-sector support unit to 
help these activities. 

All this appears to reflect the more: 
positive, private sector-favouring as 
pects of Reaganomics (as distinct fror.. 
negative attitudes towards concessional 
lending) which have filtered through 
from Washington to the ADB and to 
other regional development banks such 
as the Inter-American Development 
Bank. They have permeated too the In- 
ternational Finance Corp. (IFC), the 
equity arm of the World Bank, which is 
currently pushing hard on promoting 
equity investment in developing mar- 
kets (REVIEW, 31 Oct. '85). But the ab- 
sence of any IFC representative at the 
Manila seminar suggests a wasteful 
rivalry rather than the “healthy compet- 
ition" which ADB officers says exists 
between the two institutions. 


T task of promoting capital mar- 
kets which can act as efficient con- 
duits for foreign equity inflows and as 
mobilisers of domestic savings is cer- 
tainly big enough to demand a fully 
coordinated effort. Jack Garrit 
(former staff member of the ADB . 
Development Policy Office, who has re- 
cently quit to join the IFC), pointed out 
in Manila that capital market growth 
has been badly stunted by a combina- 
tion of government dominance of the 
financial sector and a lack of appre- 
ciation of the “pivotal role in eco- 
nomic growth" which capital markets 
can play (page 46). 

But things are changing, not least in 
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those countries which have for long 
been a closed book for foreign invese- 
ors. India is the most remarkable exam- 
ple. There has been an *unprecedented 
upsurge" in public interest in the 
stockmarket there, according to D. R. 
Mehta, formerly controller of capital is- 
sues in the Indian Department of Eco- 
nomic Affairs. This results from various 
administrative and fiscal reforms made 
in the past 12 months by the government 
of Rajiv Gandhi and has led to what 
Mehta enthusiastically terms a “pheno- 
menal and accelerated growth of the 
primary market and sustained buoyancy 
in the secondary market." 

Figures bear this out. Total issues of 
equities and bonds in the Indian mar- 
kets soared from Rs 3.2 billion (US$267 
million) in 1979-80 to Rs 20 billion in 
1984-85 — increasing by around 100% 
in the latter year alone. The number of 
new companies coming to market in- 
creased seven-fold over this period and 

irther issues (such as rights) dou- 
~led. Up to December 1985, the rate of 
new issues was still running at record 
levels. Both equity and fixed-interest 
(debentures and bonds) issues are in 
demand with companies preferring to 
go to the market rather than raise 
money from public-sector banks and fi- 


nancial institutions, according to 

Mehta. 
Secondary-market activity is even 

more remarkable. Total market 


capitalisation of all listed companies in 
India virtually doubled to Rs 180 billion 
by the end of 1985 compared with the 
end of 1984 while the Financial Express 
market index rose by 59% to 254.38. 
Bombay, which accounts for about half 
the market value of listed stocks and 
secondary-market dealings in India, saw 
capitalisation rise from Rs 24 billion in 
1983 to Rs 42 billion in 1985. 
The number of shareholders in In- 
dian companies tripled to around 18 
ullion in 1978-84. While a relative- 
. small percentage of India’s total 
population, the figure is still increasing 
fast with the emergence of a new group 
of middle-class investors. Farmers fig- 
ure particularly prominently among the 
new shareholders, buying stocks of fer- 
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tiliser distributors and other pastoral 
companies choosing to go public in the 
current boom. Thousands of sub-brok- 
ers and dealers have been licensed by 
the government to deal with this boom, 
leading to some problems with regula- 
tior. 

Foreigners will soon have a chance to 
share in the boom. The Unit Trust of 
India is soon to promote jointly with 
Merrill Lynch a foreign grouping to be 
called the India International Fund to 
be marketed abroad to Non-Resident In- 
dians and foreign nationals. This equity 
fund will be the first such vehicle for 
foreign portfolio investment in the In- 
dian corporate sector. 


V arious official incentives are being 
offered in Pakistan too for securi- 
ties-market development, though Amin 
Issa Tai, president of the Karachi Stock 
Exchange, suggested that the “main im- 
pediment to equity investment in Pakis- 
tan is the siphoning off of corporate pro- 
fits by controlling groups [in the econ- 
omy]." The advent of Islamic banking, 
which blurs the distinction between 
debt and equity (in a form of profit- 
sharing arrangement between borrow- 
ers and lenders), is a further complica- 
tion in Pakistan, though Zafar Iqbal, 
chairman of the National Development 
Finance Corp., suggested that it 
is little more than a sop to zealots rather 
than a genuine new bridge between debt 
and non-debt financing. 

Bangladesh and Sri Lanka, too, 
show signs of warming to the idea of 
capital (including equity) market deve- 
lopment. More significant from an out- 
side investor's point of view is the simi- 
lar movement in Indonesia which at pre- 
sent is the only totally closed market in 
Asean so far as outside investment is 
concerned. 

J. A. Sereh, president/director of 
Danareksa, the Indonesian national 
unit trust, told the REVIEW that as a first 
step Indonesia planned to offer foreign- 
ers the chance to buy shares in the 
(around 20) foreign companies whose 
shares are already listed on the Jakarta 
stockmarket. This would provide a “re- 
ference" price which could later be used 


to determine prices at which local stocks 
could be offered to foreigners through 
some sort of Indonesia Fund. In the 
meantime, convertible corporate bonds 
of Indonesia companies should be avail- 
able to foreigners within three to four 
months. 

Both Sereh and Barli Halim, the 
chairman of Indonesia’s capital market 
agency, BAPEPAM, showed a good 
deal of interest in what will happen to 
Hongkong's 180 or so investment trusts 
(totalling around US$14 billion) after 
the reversion of Hongkong to Chinese 
sovereignty in 1997. Their curiosity 
suggested that Jakarta is considering 
launching trusts itself in Hongkong — 
or that it might conceivably seek to be- 
come a funds-management centre itself 
in time. In any event, they were assured 
by Peter Pearson, managing director of 
Fidelity International, of Hongkong, 
that the assets of the offshore trusts 
would revert to another jurisdiction “in 
the event that anything happens in 
Hongkong." 

According to Pearson, the size of the 
global unit-trust and mutual-fund indus- 
try has now reached US$500-600 billion 
— this is on top of the US$700 billion as- 
sets which he estimates US pension 
funds hold — a figure, he suggested, 
which Asian developing countries 
should keep in mind in assessing their 
financing needs. But Pearson still de- 
tects in many Asian countries à lack 
of. serious attention to stockmarkets 
through lack of understanding, a "latent 
disbelief in the honesty of their pur- 
pose and a distrust of their volati- 
lity." 

Both Pearson and Garrity reminded 
the developing countries at the Manila 
seminar that there are markets other 
than those in Asia where foreign funds 
can go if conditions are not suitable for 
them. But it would be a*pity indeed if in- 
stitutional investors and the ADB do 
not capitalise on the current surge of in- 
terest in capital-market and private-sec- 
tor development among member coun- 
tries by offering to direct funds to those 
countries which show the most commit- 
ment to reform. This technique is being 
used with success by the IFC. ü 
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he over-reliance of governments 

and companies in the countries 
covered by the ADB study on debt fi- 
nance has become “painfully evident" 
in recent years, says the bank. Exces- 
sive dependence on debt to finance pro- 
jects with low returns has caused 
debt-servicing problems for govern- 
ments and unbalanced capital structures 
for companies, with consequent vul- 


| nerability to downturns in the world 


economy. 

The problem is deep-rooted and 
structural. Financial systems of the 
countries — Indonesia, South Korea, 
Pakistan, the Philippines, Thailand and 


. Sri Lanka — are dominated by (often 


government-owned) commercial and 
specialised banks and development-fi- 
nance institutions. Except in South 
Korea, local securities markets make an 
"insignificant" contribution to total 


fund raising. Informal kerb markets are 
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.| Agriculture to the rescue 


.| High-yield seeds buoy cotton harvest 


-| By Mohammed Aftab in Islamabad 
{i p aestas agriculture has once again 


come to the rescue of its economy — 


| just as foreign- exchange earnings were 


| declining, home remittances of overseas 
| workers were slowing down and indus- 





| try was plodding. 


Cotton, of which Pakistan is the sec- 
. ond- -biggest exporter in the world, is 
. doing extremely well. The current crop 
— has been a record: when picking is com- 
p pleted this month, it may touch 6 million 
bales — the second record harvest in a 
TOW. 

The cotton boom is particularly for- 
tunate because rice and sugarcane pro- 


4 "duction this year will be down 18%, 
| while wheat, after generating a small ex- 


portable surplus four years ago, may 
provide only enough for current con- 


sumption and perhaps some reserves. 


Cotton production in 1984-85 was 
5.9 million bales, compared to the in- 
sect- and drought-hit 1983-84 crop of 
only 2.9 million bales. Conservative es- 
timates are that the crop this year may 
not top 5.5 million bales. But in past 


years various interested groups have ad- 
. Justed their forecasts so as to influence 
domestic prices. The government itself 
.| had set a 5.9 million-bale production 


target. After à brief panic, caused by 
lower-than-expected availability of irri- 
gation water in mid-1985, the govern- 
ment lowered.the target to 5.7 million 


.| bales. Commerce Minister Salim Saiful- 


Hands-on polléy harts ^ E 


. Study finds intervention stunts capital markets  ,. | Tm: 


> i 


also dominant while formal nowes t mar- 
kets are rudimentary. 

“The governments of all six coun- 
tries have been deeply involved in, and 
have dominated their respective finan- 
cial sectors." They have channelled 
bank loans to favoured sectors, result- 
ing often in an over-accumulation of 
corporate debt among big companies, 
an over-reliance on the kerb market by 
smaller borrowers and an over-depen- 
dence on foreign debt. 

Other financial institutions such as 
pension funds and insurance companies 
are generally government-owned in the 
countries surveyed. Government-own- 
ed financial institutions control 70-90% 
of total assets of the financial sector in 
Pakistan, Sri Lanka, Indonesia and the 
Philippines. Taking this together with 
government intervention in the indus- 
trial sector, the economic role of the pri- 
vate sector has been “negligible.” 
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á PAKISTAN’S 
COTTON SURGE 
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Source: Ministries of Agriculture and Commerce. 








lah Khan puts the crop at 6 million 
bales. 

The ginners, the first real link in the 
chain of sizing up the cotton harvest, 
testify to a healthy crop. The Pakistan 
Cotton Ginners Association reports 
that its member-units réceived a total of 
4.37 million bales of cottón by end- 
November — with mote pickings yet to 
come. The crop included 2.35 million 


bales from Punjab (the largest cotton, 


producer) and 1.12 million from the 
soùthern Sindh province. In 1984, gin- 
ners had received 3.26 million bales by 
the end of November. 

Experts attribute the big crop to a 
more widespread use of modern technol- 
Ogy, to which growers are now becoming 
accustomed. “The new technology, field 
surveys show, has increased the yields 


as pens 







ie cont ; actual ex ius institutions {ough 
1 funds and insurance com- 
panies) « ‘en are required by law to be 
invested | government securities. This 
is one reason why equities markets have 
so far rentained relatively undevelo 
Another is that “most financing ‘has 
been channelled through the non-sécu- 
rities market as government-guaran- 
teed and subsidised loans" frö various 
government agencies. “This has led to 
unbalanced development and a hazard- 
ous over-dependence on debt fi naice?” 
An active bond market has develosed 
only in South Korea. ' 

The predominance of familyowaed 
or -controlled companies and state ‘en- 
terprises has also inhibited the growth 
of securities markets. The growth of the 
investment community has also been 
stunted. “In most countries direct indi- 
vidual investors {as distinct from those 
buying via institutional investment] 
comprise less than 5% of the econoi 
cally active population." And *fore! _ 
portfolio investment has genérally been 
severely restricted, thereby cutting off a 





and the farmers' income," says one ex- 
pert at the Agricultural University in 
Faisalabad. The new technology was 
built around high-yield varieties which 
mature early. Extensive: plantings of 
these seeds were carried out both in 
Punjab and Sindh. : dz 

The Pakistan Central Cotton Com- 
mittee (PCCC), an autonomous 
organisation under thé govern- 
ment which also represents pri- 
vate growers, industry and ex- 
port interests, is credited with 
evolving the new package. The 
growers in Punjab and Sindh were 
in mid-1985 faced with an acute 
shortage of irrigation water — a 
situation which was partly coun- 
tered by the new technolo 
PCCC officials in Karachi say 

Good weather at the time of 
planting was an important factor 
in the high production this year. 


mwewomenw we 'ws The experts are, however, a’ bit 


sceptical regarding the use of high- -yield 
and early-maturing ‘cottonseed: strains 
such as MNH-93 and Nayyab- -78 in the 
southern - Sindh ‘province, which is 
warmer than isis ird 


he final atálysis of jieldsin in nthe 1985- 

86 crop will have to: wait until the 
pickings are complete. But an improve- 
ment has been’ visible ‘during recent 
years. The yield per hectare, which was 
302 kg in 1980-81 and 1981- 182": rose to 
325 kg in 1982-83, but crashed to 202 kg 
in drought- and insect- stricken 1983-84. 
But it rose sharply to 401 kg in 1984-85, 
the Ministry of Commerce estimates. 

Abid Husain, chairman of the state- 
owned Cotton Export’ Corp. (CEC) 
says that his institution (in cooperation 


with the Rome-based: Food: and d 














rate. [zc as wel. i 










d luties and powers: no 
agency is given responsibility to develop 
capital markets.” Only Thailand and 
puth Korea among the countries 


such a positive approach to market 
; development. 


ricülture Organisation and the United | 
Programme) | 
| Indian prime minister Indira Gandhi 


Nations Development 
_ have launched a project to promote pro- 
. ducton of Pakistani cotton according to 


-- scientific principles and international | 


-;staple-length standards. "The project 
has been well received by the growers, 
ginners and textile mills," he said. 
Pakistan exported 1 .49 million bales 
of cotton during the July-December half 
of the current fiscal year (1985-86). As 
the new crop started moving out of the 
country, the CEC announced that it had 


exhausted all the carry-over stocks of- 


‘cotton from the 1984-85 crop. Officials 
of the CEC and the Commerce Ministry 


ut export earnings for the period at | 


US$215 million. Officials believe that 
"ie government-set target of 2.2 million 
ies for 1985-86 will be exceeded. 

: Taiwan tops the list of export mar- 
kets for Pakistani cotton on the basis of 
sales during the July-September first 
quarter of fiscal 1985-86. It is buying 
more than last year from Pakistan, as 
Taiwan's total cotton consumption is 
projected to rise from 1.04 million bales 
to 1.27 million bales. It chose Pakistan 
as its principal supplier, since American 
cotton now costs more. 

. Japan is another top buyer: business 
- sources in Karachi estimate that Japan 
will import 275-300,000 bales this year. 
-They expect that Hongkong will lift its 
imports to the range of 225-250,000 
. bales, on the basis of business which has 
“already been done and the inquiries 
tha interest which is emanating from 
- there. 





~The cotton boom would have bene- - 


: fited. Pakistan more had international 


. prices been good. But, as with other | 


commodities, boom years for the crop | 
-are normally bad years for prices. g 


lied are given credit for attempting 


a Ten Rowley | 


several 


By Mohammed Aftab in Islamabad 


a gnoring a market of 800 million people 
across the border, Oa less than o0 


that i is Pedidos what the politicians iud 


| the bureaucracies in India and. Pakistan 


have done for decades. 
The business potential of the two 


| énuntHes is evident from the size of 


their combined exports of US$12.13 bil- 

lion (Indian exports in 1984-85 were 
US$9.5 billion, and Pakistani exports 
US$2.63 billion), - and imports of 
US$20.04: billion (Indian imports were 
US$13.83 and Pakistani imports 
US$6.21 billion). Yet less than 0.2% of 
this total trade has been with each 
other. Both countries have appeared to 
be more interested in border disputes 
than in doing business since indepen- 
dence in 1947. Relationship deterio- 
rated further on 31 October 1984 when 


was assassinated. 
But things have changed dramati- 


cally since Rajiv Gandhi became prime 


minister. He must have realised that the 
last Indian finance minister to visit 


| Pakistan was Morarji Desai (later prime 


minister of India), in fate 1960. There 
had been no face-to-face political and 
economic contact since then. Seen in 
this context, the three-day meeting be- 
tween Pakistan Finance Minister 


. Mahbubul Haq and his Indian counter- 


part, V. P. Singh, is significant. 
The two ministers showed prag- 
matism in trying to "bury the bitter har- 


vest of the past, and raising the new crop 
| of hope," 


in the words of Haq. "Our de- 

cisions are significant and historic in the 
context of the deadlocked relations be- 
tween the two countries, over the fast 
years,” said Singh, who is 
known as “the other Mr Clean” in Gan- 


| dhi's cabinet (besides the prime minis- 


ter himself). The two decided that: 

» Trade, now restricted to state agen- 
cies, is to be opened to private business. 
> State ‘trading will be doubled to 
US$100 million a year from 1986. 

» Direct telephone dialling and more 
pres connections will be established 
this year. 

» Pakistan International Airlines and 
Indian Airlines Corp. (India's domestic 
airline) will step up the frequency of 
flights on existing routes — including 
the Karachi-Bombay and Lahore-New 
Delhi routes. Wide-bodied aircraft will 
be used to accommodate growing traffic. 
» Shipping services will be started to 


| facilitate trade. 


» Federations of chambers of com- 





Indja and Pakistan move to improve trade ties 
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| T anticipated doubling of state trad- | 













merce and industry will ex 
cide on establishing joint in 
turesin each other's TONNI 
HH countries. E 

















which once could only be z 
the Trading Corp. of Pakistan 
mechanism that was used, in fact, t 
these imports. The items range 
tea, spices, viscose-fibre varn, ferro 
loys, airconditioning cOmpressors, 4 
mechanical cash registers to « 
machines. The goods will i 
consumer items, 12 types of à K 
raw materials and 19 categories o 
ufactured goods. 

Since the 1965 Indo-Pakistani X 
trade has s been a tie cie vni S 








































































Dispo. Or visas. For veats, whe 
India faced a food shortage, wheat 
cooking oil as well as raw cotton were 
smuggled out in exchange for Indian- 
brewed whisky and beer, movies af 
video films. 











ing this year may involve a larger 
deficit for India, but Singh said “it is no — 
sacrifi ice for the bi ager cause of good re« 
lations." State trading now totals U S$50 
million a year, includisg Pakistani ex- 
ports to India of US$38 million. indian 
exports to Pakistan average around . 
US$12 million a vear. | 
Businessmen in both countries 
good prospects of establishing i 
dustrial ventures, as well as 4 
Middle East and the Gulf, wher: 
countries are active. Pakistan an 
have completed or are involved in 1 
construction projects, power stati 
roads, housing, raihways and 
infrastructure items in the Mid. 
and the Gulf. Muslim Pakistan, 
cular, has good political relat 
with the Arab countries. 
Major obstacles facing such pro 
could be the usual bureaucratic rex à 
and a tight foreign-exchange situati 
Aziz Zulfikar, president of t 
eration of Pakistan Chambers 
merce and Industry, in à 
Karachi, suggested that Singh € 
the possibility of promoting + 
tracting in various Fields, 
engineering goods for mi 
Middle East and Africa, ay 
operation in technology. Si 
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| “seize the opportunity” offered by the 
| 17 December meeting between Presi- 
| dent Zia-ul Hag and Gandhi, at which 
. the two leaders decided to qualitatively 
| improve relations, expand cooperation, 
| and bring peace to their sprawling Sub- 
| continent. 
| Haq assured his countrymen that 
| despite cooperation with India, local in- 
| dustry will be protected, and Indian 
| goods will not be allowed to flood the 
|| market. Pakistani industry has gener- 
| ally been strapped by the high cost of 
|| production resulting from high taxes 
- | and customs duties, dependence on im- 
| ports of numerous types of capital goods 
| and raw materials, and lower productiv- 
| ity. One official study in the mid-1970s 
. | indicated that Indian goods are 30% 
.| more competitive than Pakistani ones. 
| “Jt is not India’s intention to hurt 





| | Singh: significant talks. 
| countries in the foreign-trade field. The 
| result, he said, could be cheaper Indian 
| goods for Pakistan, and cheaper Pakis- 
| tani goods for India. 

|  Zulfikar complained that there are 
| 1,000 items allowed to be sold to India 
| under its Open General Licence policy. 
| Butthe items which Pakistan is in a posi- 
| tion to export to India are not allowed, 
4 he said. But Haq said that New Delhi, 
| starting from its last budget, has allowed 
| imports from Pakistan, in the same 
| manner as they have been permitted 
| earlier from third countries. 

E ‘The finance ministers’ talks are the 
| firststepin a process of normalisation of 
| relations and improving cooperation 
| between these two feuding neighbours. 
| The process started in New Delhi with 
_| the meeting between Zia and Gandhi. 
Oy Other spheres in which official contacts 

D 
























are under way are border demarcation, 
defence and foreign affairs. It will cul- 
|. minate in the visit to Pakistan by Gandhi 
| inthe first half of 1986. 
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Australian banks become adventurous as rivalry grows 


By Hamish McDonald in Sydney 


W ith liberalisation having let 17 
foreign banks — ranging from 
Chase Manhattan of the US to the Bank 
of China — set up operations in Austra- 
lia, the big four domestic banks have 
emerged from a long incubation to join 
world financial markets.as some of the 
biggest and healthiest institutions. 

Until recently, the Australian banks 
could have been accused of washing 
their hands of the world’s economic 
struggles while enjoying the high pro- 
fitability of their formerly regulated and 
protected home patch. Widely criticised 
a few years ago for missing the boat in 
Third World lending through insularity, 
Australian bankers now congratulate 
themselves on resisting the “herd men- 
tality” that took US, European and Ja- 
panese counterparts into troubled 
loans. 

Any diffidence about going offshore 
has now vanished. One reason is a chase 
for profits. The Australian bankers say 
that foreign business has so far been less 
profitable than their domestic activity. 
But margins are narrowing with the 
sharpening of competition at home. 
“Profitability is swinging back a little 
the other way,” said National Australia 
Bank (NAB) general manager for inter- 
national banking Marshall Browne. 

A worldwide ranking of banks by 
asset size put Westpac Banking Corp. at 
68th position a year ago, with the Aus- 
tralia and New Zealand Banking Group 
(ANZ) at 81st, the government-owned 
Commonwealth Banking Corp. (CBC) 
at 85th, and the NAB at 104th. 

In their latest financial year (in the 
case of the three private banks, ended 
30 September), all have reported 
further strong asset growth. Much of 
this has come in foreign lending, with 
assets outside Australia estimated to 
have doubled over two or three years, 
though the sharp fall in the Australian 
dollar nearly a year ago does exaggerate 
the switch considerably in their most re- 
cent balance-sheets. 

The Australian banks rank even 
higher on the world profitability. lists, 
with Westpac placed 20th in size of pre- 
tax profit. In the. 1984-85 year, the 
banks enjoyed strong profit growth, 
with net earnings up 20% for Westpac at 
A$368 million (US$257,3 million), up 
30% for NAB at A$302 million, and up 
19% for ANZ at A$320 million. CBC 
recorded a 24% increase on pre-tax 
earnings to A$359 million, but a new tax 
regime kept net earnings almost static at 
A$237 million. 

Rigorously supervised by the Re- 
serve Bank of Australia (RBA), a cen- 
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etit 
tral bank modelled on the Bank of Eng- 
land, the big four maintain consetvative 
gearing ratios. Shareholders' funds are 
at 5.296 of assets with Westpac, 5.18% 
with ANZ, 5.57% with NAB and 5.25%) 
with CBC — all above the 5% level gen- 
erally considered prüdent for banks, 
and well above the 3.65% average that a 
British banking magazine recently re- 
ported for the world's 34 biggest institu- 
tions. 

In terms of quality of assets, the 
heavy weighting in Australia and New. 
Zealand and wide spread of lending 
among those countries’ economic sec- 
tors makes for a comparatively hig’ — 
soundness. Among remaining foreig 
assets, the weighting is towards the US, 
Britain, Japan and the newly indus- 
trialised economies of Asia. 

The acquisition of Britain's venera- 
ble Grindlays Bank in June 1984 by 
ANZ added about A$9 billion to the 
group's assets, but also brought an Aus- 
tralian bank into its first direct contact 
with developing-country debt risk. At 
30 September, the ANZ reported the 
equivalent of almost A$1.47 billion in 
exposure to countries subject to debt re- 
scheduling, mostly in Latin America. 
This still represents only 3.42% of total 
assets, with about 9095. of the amount 
owed by governments and banks and no 
single country accounting for more than 
196 of total assets. The other three banks 
have minimal exposure to rescheduling 
countries, with such debt accounting for 
1.12% of Westpac's assets and less than 
196 with CBC and NAB. 

Some of the banks have carried sul - 
stantial off-balance-sheet liabilities wit 
countries in debt crisis. For nearly a de- 
cade, CBC has been stepping in to help 
finance purchases of Australian com- 
modities, by guaranteeing letters of 
credit issued by struggling banks in 
countries such as Turkey and Poland. 


he 1984-85 financial year was the last 

in which the domestic banks could 
enjoy the results of their mergers in the 
early 1980s and the deregulation that 
began in 1983. In the first months of the 
current year, the newly admitted 
foreign banks have begun opening local 
subsidiaries. Two of the strongest retail 
and corporate competitors, Citibank 
and Chase Manhattan, were among the 
first. The Hongkong and Shanghai 
Banking Corp., expected to pounce on 
regional-trade and Chinese community 
business, opens its doors next month. 

The new competition arrives when 
the Australian economy is dropping 
back quickly from the 5% or so real 
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eeolvth of the past two years, to perhaps 
half that rate by the second half of the 
year. Bank-asset growth is slowing ds 
federal authorities rely on a credit 
squeeze to dampen the inflationary ef- 
fect of currency weakness. A frenetic 
hunt for borrowers is shown by the pro- 
liferation of lottery-style prizes being 
given by banks to customers taking out 
loans. 

Mahy Australian bankers and indus- 
try analysts see this tighter competition 
generating new business activity in Aus- 
tralia in the medium to long term, as 
bankers from diverse backgrounds put 
ideas to potential clients. But the im- 
mediate profit outlook is temperate. 

Stock analysts see net-profit growth 
of the three big private banks dropping 
back in the current year (ending 30 Sep- 
tember). ANZ, helped by reduction of 
negative factors in the digestion of 
Grindlays and a recent capital raising, is 
tipped for a 19% profit rise by Ord Min- 

2tt’s Geoff Warren and a 9.3% rise by 
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Westpac; Davis: high on world profitability lists. 


feares and Philips’ Simon Allen. Both 
torecast profit growth of 8-9% for NAB 
and Westpac. 

As regulations have been lifted, the 
domestic banks have moved quickly 
into related financial services: share and 
securities trading, futures markets, life 
and general insurance, and investment 
services to squeeze more income out of 
their extensive branch networks in Aus- 
tralia and New Zealand. 

Smaller market shares and tighter 
margins in Australasian economies — 
which are expected to return to the 
moderate growth of earlier years — is 
one reason for increased attention over- 
seas. Another reason was simply to fol- 
low their Australian customers. “Even 
before the Campbell Inquiry [which 
proposed financial deregulation in 
1981] we.saw Australian businessmen 
looking increasingly at overseas mar- 
kets for financing," said Westpac trea- 
surer Stan Davis. “Suitcase bankers” 
from New York and London institu- 
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tions were persuading Australian busi- 
nessmen to take the plunge into foreign- 
currency loans and paper issues, and the 
Australian banks simply had to match 
them. 2 

As with other major banks, the four 
areencreasingly involved in lending that 
has no particular connection with Aus- 
tralia, as part of international bank syn- 
dicates. Thus in the past year, Westpac 
has joined Nissan Motor Co.'s bankers 
in the US, and a US$1 billion syndicated 
project loan for Norway's Saga Petro- 
leum AS to buy North Sea oil rigs. 


he Australian banks have also 

emerged as important managers and 
underwriters in the increasingly "sec- 
uritised" international financial mar- 
kets, though the main pioneer of the 
Australian-dollar Eurobond was 
Canada’s Orion Royal Bank. All are 
getting more involved in securities trad- 
ing, strengthening their capital-markets 
operations in Australia, Hongkong, 


New York and London. So far, only one 
has gone across the blurring line be- 
tween debt and equity markets to invest 
in stockbroking outside Australia — 
ANZ with its 30%- of London brokers 
Capel-Cure Myers (to increase to 100% 
in March if rule changes permit). 

According to a survey by the news- 
letter International Financing Weekly, 
Australian names accounted for nearly 
US$19 billion of the US$176 billion 
raised in short-term borrowings in 
Euromarkets in 1985, compared with 
US$8.51 billion in 1984 and US$5.11 
billion in 1983. Note-issuance facilities 
accounted for a growing proportion of 
such Australian borrowings (against 
syndicated loans), with US$11.67 bil- 
lion raised in 57 new issues in 1985 as 
against US$1.6 billion from 12 issues in 
1984 and US$498 million from four is- 
sues in 1983. 

Among the Euromarket's top 100 
lead managers in 1985, Westpac ranked 
41 with 53 issues totalling US$12.26 bil- 











lion; NAB was No. 58 with 34 issues 
worth US$8.22 billion; CBC No. 62 
with 28 issues worth US$7.16 billion, 
and ANZ No. 66 with 22 issues worth 
US$6.42 billion. All four were in the top 
25 arrangers of note-issuance facilities, 
Eurocredit and short-term paper 
facilities. 

With the Australian dollar stabilising 
and lifting this month, strength has re- 
turned to the “Euro-Aussie” market 
after almost disappearing with current- 
account jitters late in 1985. Although 


| likely to wax and wane with movements 


of the thinly traded: Australian cur- 
rency, the sector will offer specialists 
such as the Australian banks continuing 
business — as long as wide differentials 
remain between Australian and Atlan- 
tic interest rates. 

The excellent prudential standing of 
the Australian banks gives them an edge 
in the securitising financial markets. By 
virtue of its sound balance-sheet and 
asset quality, plus its government own- 
ership, CBC some 15 months ago 
jointed the handful of banks given a Tri- 
ple A rating by the US agencies Stand- 
ard and Poor’s and Moody’s. Westpac 
and NAB were only slightly behind with 
Double A ratings. 

This not only helps them borrow 
more cheaply on their own account, it 
has also opened a lively business in 
“credit-enhancement,” whereby the 
bank in effect guarantees the notes is- 
sued by a less highly rated borrower. 
CBC, Westpac and NAB have been 
particularly active in the US with this 
technique, earning fees from borrowers 
that include large corporations and state 
and municipal bodies. 

Much of this fee-earning business is 
off-balance-sheet, meaning that a fast- 
growing segment of domestic and over- 
seas business is not reflected in simple 
asset growth. Notes toéhe banks’ latest 
accounts show a dramatic increase in 
"contingent liabilities" for endorsed 
bills, letters of credit, guarantees and so 
on. Such liabilities grew 109% for the 
CBC to A$2.88 billion; by 10375 for 
NAB to A$4.51 billion; by 43% for 
Westpac to A$7.42 billion, and by 1676 
for ANZ to A$5.6 billion. 

The three private banks do not in- 
clude figures for contingent liabilities 
from forward foreign exchange, hedge 
and other such trading contracts. CBC 
does, and in its latest year these grew 
9796 to A$12.19 billion. 

Like other central banks, the RBA 
worries about the growth of business 
outside its jurisdiction. From 
November, it has made foreign-cur- 
rency liabilities invested in loans in-Aus- 
tralia subject to the “prescribed assets 
ratio” whereby banks must keep 12% of 
liabilities invested in certain liquid as- 
sets. It also began to require data from 
banks on their off—balance-sheet 
liabilities, but like other supervisors, 
RBA is still searching for appropriate 
prudential standards in this new area. 
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.| Big four go offsh 
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Australia’s leading banks explore foreign operatiqns 


he Australian banks have been 

quick to pursue the reciprocal open- 
ings created by last year's decision to li- 
cence foreign banks in Australia. But 
they were not handed an easy case by 
Treasurer Paul Keating's arrangements 
with Asian countries where all the big 
four see the best long-term prospects. 

The list of 16 commercial banks (plus 
the Bank of China) approved by Keat- 
ing reflected more the past and present 
realities of Australia's trade and finan- 
cial links, with a heavy weighting to 
North American and European institu- 
tions, and only three Japanese banks to 
balance the four Australian institutions 
desperate to trade in Tokyo (REVIEW, 
14 Mar. '85). 

In Tokyo, happily, all four banks are 
being licensed by the Ministry of Fi- 
nance, with ANZ re-naming and ex- 
panding the long-standing Grindlays 
branch, and Westpac the first to open a 
new branch. NAB stole the limelight by 
becoming the first Australian company 
to list its shares on the Tokyo Stock Ex- 
change, placing 10 million shares or 
about 2% of capital. As NAB has been 
the fastest-growing Australian bank and 
the first foreign stock listed in Tokyo for 
nine years, the issue was a tear-away 
success. Westpac has announced it will 
soon list 25 million shares (about 595 of 
capital). 


As well as a valuable source of capi- 
tal on top of the well-stocked Austra- 
lian, New Zealand and London 
sharemarkets (where the banks have 
been listed for many years), the Tokyo 
listings will register the Australian 
names with the Japanese financial com- 
munity and investment public. While 
profits from Tokyo operations seem un- 
likely to appear for some time, the Ja- 
panese presence in the Australian bond 
market over the past year — already 
substantial — is seen as but a 
foreshadowing of the investment out- 
flow created by Japan’s high savings and 


Keating: no easy case. 





Time to pay the piper 


Bangladesh gets tough with defaulting industrial borrowers 


By S. Kamaluddin in Dhaka 


he Bangladesh Government is mov- 

ing against companies which have 
defaulted on several hundred foreign-fi- 
nanced industrial loans involving more 
than US$100 million. Under pressure 
from the foreign lenders, the govern- 
ment has decided to take over and sell 


. industrial operations to recover loans in 
| the worst cases, when companies are 
| deemed to have defaulted willfully. 


Early in January, the government 
decided to take over two of the nine 
worst defaulting industrial operations, 
after all attempts to make them repay 
had failed, a highly placed source told 
the REVIEW. 

Non-payment of industrial loans, 
disbursed through development-finan- 


| cialinstitutions (DFIs), is not new here. 


All government efforts over the years, 
half-hearted at times, have failed to per- 
suade the industrial borrowers to pay 
up. But the issue assumed greater im- 
portance and urgency 18 months ago, 
when the Asian Development Bank 
(ADB), the International Development 


Association (IDA, the World Bank's 
soft-loan arm) and the Kreditanstalt Fur 
Wiederaufbau (KFW) froze their indus- 
trial-credit lines to the DFIs. They said 
the credit lines would remain frozen 
until the recovery position improved. 
At the time of the freeze, the re- 
covery rate of overdue industrial loans 
was less than 10%, compared to more 
than 60% in most developing countries. 
According to a report on industrial 
finance in Bangladesh prepared by the 
Finance Ministry, the Bangladesh 
Shilpa Bank (BSB, one of the two state- 
owned  industrial-financing institu- 
tions), recovered 19% of its overdue 
loans and 37% of current lending during 
fiscal 1984-85 (ended 30 June). The re- 
covery position of the other body, 
Bangladesh Shilpa Rin  Sangstha 
(BSRS) during that year was only 8%. 
The recent government action 
against delinquent borrowers followed 
a memorandum of understanding, 
signed in Dhaka in March 1985 between 
the Bangladesh Government, the 
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luses. “A lot of it has g8tto 
find .ts way into a country like Austra- 
lia” said CBC's international general 
mat ger, Richard Robertson. 

. Hongkong, the Australian banks 
are -onsolidating their existing deposit- 
taking companies, and lodged applica- 
tions for full banking licences after 
Banking Commissioner Robert Fell 
promised four-for-one reciprocity if the 
Hongkong and Shanghai Banking 
Corp. group got into Australia, as it has. 

The absence of Australian licences 
for other Asian banks apart from Singa- 
pore’s Oversea-Chinese Banking Corp. 
worried some Australian bankers, par- 
ticularly in the case of South Korea — 
where they saw third-country institu- 
tions assuming the finance of the sub- 
stantial bilateral trade. Westpac moved 
quickly to create its own reciprocity by 
virtually persuading the Korea Ex- 
change Bank to open a wholly owned 
merchant bank in Sydney with advice 
from Westpac’s own  Partnersh 
Pacific. 

The tactic appears to have suc- 
ceeded. Westpac has received prelimi- 
nary approval from the South Korean 
Ministry of Finance and if all goes well 
should be licensed to open a branch by 
April. NAB has also lodged an applica- 
tion, and ANZ is seeking to re-name the 
Grindlays branch in Seoul. 

Westpac has also moved into 
Taiwan, another important trading 
partner of Australia. In December, it 
announced an agreement to buy the as- 
sets of Seattle-First National Bank's 





ADB, the World Bank, KFW and the 
United Nations Development Program- 
me. It made broad recommendations 
for improving industrial-loan recovery. 
These included making adequate provi- 
sions for bad debts and recapitalisation 
of the BSB and BSRS; steps to improve 
financial discipline; publication of a li 
of defaulters (or denial of further cred 
facilities or permission to set up any 
other industries); establishment of a 
credit-information clearing house, and 
enforcement of legal procedures for 
loan recovery. 


|: also suggested that the respon- 
sibilities of BSB and BSRS be amend- 
ed to allow their boards and manage- 
ments full autonomy in making deci- 
sions, and in appointment and dismissal 
of staff, formulating staff-compensation 
policies, lending and operational 
policies and the appointment and pay- 
ment of external auditors. The institu- 
tions should also be allowed to accept 
equity participation from foreign finan- 
cial institutions and the private sector, it 
suggested. Consultants are working 
with both BSB and BSRS to help imple- 
ment the decisions. 

However, progress in implementing 
the government's plan has not been im- 
pressive, informed foreign sources said. 
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sian tals. but 
-shown that at least Seng: Has n man- 
aged quite well without such a plunge. 
Westpac said it, toô *looked at buying 
the. 158-vear- old Grindlays, previously 
contgolled by Citibank and Lloyds 
Bank, but decided against it. “I guess 
our view is that bricks-and-mortar 
banking may be more the structure of 
the. ¡past than the future,” said West- 
pac’s Stan Davis. “We think the future 
strugture may be based on [fewer] of- 
fices using high technology.” 

.— Onthe other hand, Westpac used ac- 
quisitions to get established in Taiwan. 
though it is known to have studied 
other. options. NAB savs it has also 
taken.a "decision in principle" to ex- 
pand by acquisition, though its im- 
mediate priority is to catch up with 
ac and ANZ in NOM rici 






Dac. receivi ng a licence fro 
authoriti Seu Again, ANZ i 
Seeking. e existing Grindlays 
business there under its own name. 
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“banks have long had 
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's. 1984 purchase of Grindlays 
5. . controversial. ate d of 







































[^ h 11. 6 times” net earn- 
ings, and the A$9 billion 
an, portfolio included a 
wrrying proportion owed 
Dy. rescheduling Latin 
Am rican, "countries, de- 
pressed . shipping firms | 
and Middle East oil pro- 
ducers. In addition, 
Grindlays | ran, extensive 
branch networks in India,- 
the Middle East and Africa 
—: historically well off the 
beaten track, for, Australian. 
banks. . ^d 

The obvious prizes at 
the, time. were the Grind- - 
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| on prev. Vidia 
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They sayy for. e that thë: simple .that industrial loans obtained from 
menting agency had. prepared a list of |: donor countries or institutions are chan- 
the nine worst defaulters more than six |. 
months ago. but no OLOR aye action) stitute the affluent section of 
was taken. | "Bangladesh. When they fail to repay, 
A o Vernmeiit: source told. the | 
REVIEW that of more.than 500: default- E 
--g,. more than 120 owed large sums, 
counting for more than 70% of the | " 

total overdue. The. nine on the list were. | 
merely the worst. The source. specu- 
lated that the. move by the government 
to sell the worst two of the nine might 
force the others to change their attitude. 

‘Meanwhile, the newly appointed 
managing director of BSB, Mohiuddin 
Khan. Alamgir, has started legal proce- 
dures against about 25 willful defaulters - 
under the Public Demand Recovery Act 
(PDRA). He told the REVIEW he has al- 
ready barred the defaulting borrowers 
from getting further. credit from his 
agency. Under the PDRA, the banks 
are empowered to recover their funds. 
"by selling off all the: properties of the 
borrowers. But that isa step vong: 
long legal procedure. . 

he report of the Finance Ministry 
onindustrial finance, published in Sep- 
tember, says: * . such. alow rate of re~- 
pa nt of term industrial loans. is im- 
plicátive. of .anti- "investment effects of 
consequences.” Jt further says 








r agr ements with donor countries. 





‘he p of n non- .payment of loans 





come following the principle of *accrual" 
rather than of actual receipts. Between 


and BSRS have paid the government (as 
income tax) Taka 1.24 billion (US$37.8 
million). But these payments were cal- 
culated on the: basis of 100% loan re- 
.covery, though only about 20% of the 


ed. As a result, they have not had 


ment needs. 


nanced about 1,200 industrial undertak- 
ings of various sizes, and have ended up 
with overdue loans of about Taka 5 bil- 
lion. (There are about 55 genuine finan- 
cially. ailing projects, which are now 
| being treated differently.) — 
.. Paul Kobling; the Dhaka-based 
' ADB SERENE, dl that his bank 







^nelled to industrial borrowers, who: con- 


‘the government must pay for them, | 


is greater.than is generally under- 
stood. Fore ample, the BSB and BSRS | 
| are required to pay tax on their net in~ 


fiscal 1972 and fiscal 1985, both BSB | 


industrial loans disbursed were recover- | 
adequate cash.to meet domestic invest- | 


The two DFIs have together fi- | 
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dE in TER Fun pore X 
making profits. The liberalisati 
Indian economy by Prime M 
Rajiv Gandhi could make the 56 
branches some n to be en 
other banks. ANZ deputy mar 
rector Reg Nicolson satd the 
doubtful-debt areas were “more 
sance than a major.concern. " 
While the other banks have n p 
to open in the Subcontinent, 
considerable business being i ie 
from Singapore in both India. 
| Middle East. Some bankers see th 
coming a new market nic! | 
pore as Tokyo. expands it: 


































ness with 
Few see Si 
Hongkong 


nor do they se 
emerging as a rival 
centre. — 

With its Grindlays 
chase, ANZ has ial 
different path than # 
other three. It is a mor 
traditional pattern. € 
“foreign” banking, wh 
the mix. of overseas. 
tivities with Westpac, b: 
and CBC is so far more * 
ternational.” 





would very much like to provide new in- 
dustrial-credit lines as soon as the gov- 
ernment's debt-recovery plan improves 
the situation, and he said he hopes that 
by 1987 it will be possible todo so. 

Despite the decisiongo freeze indus- 
trial credit for the DFIs, the ADB pro- 


agro-based industries in 
through two state-owned commerc 
banks (Rupali and Agram). Howev 
before obtaining the credit, the t 
banks had to improve their Pur 
covery position substantially, Kol 
said that industrial credit. chan 
through DFIs. represents: a. subste 
part of the ADB's activities in Bz 
desh (as well as in other countries) 
The chief of the World B: 
Dhaka, Roger Rowe, holds sir 
views and says that donors are c 
monitoring the situation. | 
Dhaka is now in the process of fi 
ing a management company with ec 
participation from various banks (be 
public- and private-sector} and. o 
agencies. This company will run ir 
trial units after they are taken over 
defaulters. An informed source told 
REVIEW that whether the govern 
would retain a controlling stake ir 
company, and foreign 
would be allowed, is beme g 
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Indonesia’s attempt at port reform seems to be working 


By Paul Handley in Jakarta 


ine months after the Indonesian 
Government instituted sweeping 


reforms of the country’s port services, 


substantial progress has been made in 
raising the country’s export competi- 
tiveness. The presidential order Inpres 


. .IV (REVIEW, 25 Apr. '85) stunned the 


country with an outright dismantling of 


EI half the nation's customs service. Trad- 
.| ers who did well with the old system still 


complain loudly, but there is little doubt 
that Indonesia has made a permanent 


ra X 4 break with the old Ways. 


Inpres IV represented a significant 


| victory for Jakarta’s technocrats, in- 
| cluding Coordinating Minister Ali War- 


dhana, Finance Minister Radius Praw- 
iro and Trade Minister Rachmat Saleh. 


E | All had been fed up with obstacles to in- 


dustrial development posed by notori- 
ously corrupt customs and maritime of- 


ficials. Despite some of the cheapest 


production costs in the region, exports 

often could not compete because of 

their high handling and transport costs. 
The Inpres IV solution aimed to: 

» Kelieve customs of import-inspection 

and duty-assessment powers. 


E, » Suspend their export inspections. 


>» Turn over inspection of all imports 


— | and exports qualifying for subsidies to a 
| foreign inspection service. 
| » Channel import duties directly from 
— the importer into banks. 
— | » Eliminate or reduce port-area service 
-| charges. 


» Open up all ports to foreign vessels 


— | and end restrictions on which foreign 
| lines are allowed to serve Indonesia. 


| The overall effect on exports is still 
| unclear. In 1985, non-oil exports ex- 
| panded rapidly in volume but income 
| barely climbed, owing mostly to slump- 
| ing commodity and textiles markets. 
_| Manufacturers, though, say the lower 


- | port-handling charges and heavier com- 


| petition for cargo have made their ex- 
| ports much more competitive. 


The major loser — besides the poc- 


. ket-padding customs service — was the 
| maritime sector, just beginning a long- 
. term comprehensive development plan 
| shored up by protectionist measures. 


_| Removing that protection has been a 


. serious setback. “The shipping sector is 


— | not important now compared with 





| trade," the head of a leading ocean- 


going line complained. 
= Quietly benefiting, too, from Inpres 


| IW is neighbouring Singapore: trans- 


shipment of goods through Singapore 
has soared, as has Indonesian-oriented 
trade finance. This represents a signifi- 
cant reversal of past Indonesian policy. 

Inpres IV's biggest shock was the re- 


Tanjung Priok: quick turnaround. 


placement of the customs service for 
inspection and duty assessment by 
Geneva-based Société Générale de Sur- 
veillance (SGS), a private inspection 
company. SGS was assigned to inspect 
import goods at the manufacturing 
point or port of origin, with the twin 
goals of ensuring that accurately assess- 
ed duties flowed into the Finance Minis- 
try, and eliminating delays as goods 
passed through the ports. 

Their issue of a verification report, 
called an LKP, authorises payment of 
the letter of credit (LC) by a bank. The 
importer pays the bank the import 
duties based on the SGS-determined 
cargo value, and then takes proof of 


r£ 





payment to the port to trigger release of 
the goods. 

Despite a wealth of teething prob- 
lems, importers generally like the sys- 
tem. Goods rarely stay in Jakarta's port 
of Tanjung Priok for more than a week 
now. Most importers are happy paying a 
set duty into their bank. Importers and 
exporters alike report up to 40% de- 
clines in the charges of freight forward- 
ers, the real bribe-payers in pre-Inpres 
IV days. 

Still, there have been complaints 
about the system, mostly due to sluggish 
SGS inspectors and delays in getting 
their reports. SGS officials in Jakarta 
admit to this, but insist in most cases 
better understanding of the SGS pro- 
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Disp« 
and valuation have been a sore point fòr 
importers since, under the old system, 
undervalued imports were the rule. The 
SGS system uses prevailing , market 
prices for like goods, countering both 
underinvoicing and blatant dumping. 
Ministry of Trade officials in Jakarta ac- 
knowledge the disputes over value and 
classification, but say this was predicta- 
ble during the teething period. 

Exports, at least those requiring an 
inspection to benefit from government 
rebates, have had a tougher teething 
period. Although goods are supposed to 
be inspected by SGS at their port of de- 
stination to determine quantity and 
quality, the goods are frequently 
offloaded and moved out of the port 
prior to SGS's arrival. This is the fault of 
the buyer, who has no interest in the ex- 
porter earning his rebate. 

Sources say the Trade Ministry is 
considering other methods of export ir 
spection, including performing the 
own checks before shipment, to 
make the export-subsidy system 
work better. According to the 
ministry, once-common cheating 
on rebate claims has been largely 
eliminated. 





TN choice of SGS was a gam- 
ble for a government that over 
the past four years has cam- 
paigned for the replacement of 
foreign expertise by Indonesians. 
The move is encountering heavy 
opposition, led by those in- 
terested in returning to the old 
system. "The customs service 
wants to go back," says a ship 
owner, “and they'll go far to dis- 
credit SGS.” 

A well-publicised failed 
smuggling case is widely thought 
to be part of an effort to dis- 
lodge SGS, in the same way that- 
a similar contract with Niger 
was terminated several yeai;s 
ago. In November, two containers 
said to contain a chemical sub- 
stance, according to the SGS in- 
spectors in Singapore, were dis- 
covered to actually have electro- 
nic goods once they cleared Tanjung 
Priok. Investigations so far have 
pointed the finger away from SGS, and 
observers note the “discovery” of the 
electronic goods was so blatant that 
there is a suspicion they were meant to 
be found. 

Whatever the case, smugglers are 
not big losers with Inpres IV. “The re- 
maining customs people still have to 
make their money," an importer points 
out, and they do it by clearing unopened 
containers without asking for documen- 
tation. 

Cargo switching continues to be a 
smuggling method, too. Goods destined 
for Indonesia originally inspected in 
Hongkong, for instance, can easily be 
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es 
S$5,000 in value, 
S attention. Banks report the open- 
hg of a large amount of LCs just under 
1e US$5,000 level. Ministry of Trade 
Officials say they are devising ways to 
ómbat this practice, possibly by taxing 
cumulative shipment values. 
Previously, just four Indonesian 
rts were open to foreign lines, only a 
of which could obtain the necessary 
ing permits issued by the Depart- 
t of Sea Communications (Sea- 
ms). Now, any foreign vessel can load 
d discharge at any Indonesian port. 
is reverses the former policy aimed at 
tr ngt hening Indonesian lines and es- 
ishing regular direct service be- 
ween Indonesia and receiving ports 
ich was felt to be overly expensive. 












^ 


spite the significant cost cuts made 
Fin the Indonesian ports, efficient 
nd cheaper Singapore still attracts 
lore cargoes, the shipowners say. 

The feeder service to Singapore has 
ecome competitive, with foreign 
Operators like Maersk challenging In- 
onesian and oe ves lines i in the ser- 


M e conference agreements with 
rope and Japan, can pick up Indone- 


ingapore and beat their direct-ship- 
t rates. | 

e result is a loss of conference 
car O to outside competitors, be they 
Taiwan or East European liners or 
pers. The Japanese conference has 
t 10% of its cargo, one member esti- 
s; the European group much more. 

l, foreign lines profess full sup- 
Inpres IV, for though their rates 
her depressed, they find they are 
ng less time in Indonesian ports 
paying far lower port charges. 

n, the target of Inpres IV, the ex- 
er benefits. A foreign furniture ex- 
sx happily reported that his port 
shipping costs are an. average 3076 
r than a year ago. 

anny Habibie, director-general of 
oms, is philosophic about the loss 
and Jine-development program- 
hich have already absorbed siza- 












| versus industry, and we have to 
between them. We need more 
^ He defends the increase in 
n. involvement, including Singa- 
s windfall, by insisting that it will 
Indonesian lines and ports into ef- 
t and true competitiveness. “We 













gh; S oda IV can | De modified if 
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sian freight for-those destinations in | 


ivestments. “For the time being it is" 







nspectors has been the break-up of car- | 
into shipments of, less than. 
the minimum for 
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To economy is headed fori | 


doom if policymakers all keep say- 
ing that the future is hopeless. No- 
thing is more self-fulfilling than predic- 
tions which say “all is lost.” Thailand’s 
present crisis is not an economic one: it 
is a psychological one. If businessmen 
are told by policymakers that the Thai 
economy will not recover for the next 
five years, what frame of mind can be 
expected of entrepreneurs? Business- 
men invest when they see good times 
are ahead, and they sit back and take 
no action if they think bad times are 
there. 

It is for this reason that I say that cer- 
tain steps can be taken to put the Thai 
economy back on course. 

Before I do so, however, I would like 


to point out two facts: 


» Economics Is not an exact science, 


and its projections are notoriously inac- - 
. curate. For example. 


Business Week In- 
ternational last year surveyed the vari- 
ous econometric models made for the 
US, and found them mostly grossly 
wrong, or, at best, marginally accurate. 
So much so for Thailand's econometric 





projections, as Our statistical inputs and 
national eae collection, are 
satisfactory. l | 

> Economic activity cannot bé mea- | 
sured “one-dimensionally” by national. 
income, interest rates, trade deficits or 


any other item. Another dimension of 
economic activity is found in the minds 
of our business community. If they 
think business will be good, they. will in- 
vest, which will lead to more employ- 
ment, and in turn, to further economic 
activity. It is a mistake to do pure mod- 
elling based on facts and figures, and 
deny that another (and perhaps more 
important) element that breeds busi- 


ness is one which cannot be mea- 
sured fully by figures: "business con- 
fidence." 

While economic forecasts and 


models are useful tools, I believe that - 


there is only one economic theory which 
has withstood the test of time: the 
theory of employment. Crassly put, the 
more we increase business oppor- 
tunities, the more jobs we create. What 
follows is greater purchasing power, 
again leading to better business confi- 
dence. 

The secret to restoring business con- 
fidence for Thailand is thus to create 
more employment and employment op- 
portunities. I believe this can be done if 


certain crash-measure projects are im- 


not closing our eyes and ears, | 





mediately adopted. These are: 
» Turn Thailand into a shoppers' 
Paranie: Tourism is an industry which 


economic climate - 


ar from. 
d. the business climate. 


eerily updated, we identified 21 items: 
rin tax reduction which would make 















is the most labour-intensive. Tourist l 
spending has a multiplier effect of 3.65. 
times annually. If we can bring annual 


tourist arrivals from the present 2 mil- 
 lion-plus to, say, 4 million, I cannot im-. 
| agine what this would do to the business. 


It is well- known that Thailand cur- 
rently surpasses Hongkong and Singa-. - 
pore as a tourist attraction in every as- 
pect but shopping. Just imagine how - 
many more jobs Thailand could create if - 
we os to totally lift import duties 


(now 60-1007.) for wool clothing. 


(Thais d not wear these clothes any- 
| way). 


| 


Then, the best of British suiting 
would be found in our tailor shops, anu - 
tourists would find Thailand the cheap- - 
est place in the world for quality tailor- 
ing. Tailor shops would spring up in 
every empty. shopping mall now plagu- 
ing our city. 

How many more jobs would be 
created. for this industry, from recep- 
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' tionists to seamstresses to food vendors 


to tuk-tuk (motorised tricycle) drivers 
bringing the late-shift workers home. 
This is just one example of how a reduc- 
tion of import duty can * help. stimulate 


In a study I ide in 1980: j and te. 


Bangkok a shopper's paradise. 
> Making tourism more important | as 
Thailand's prime foreign-exchang - 
earner. Tourism has been Thailand's. 
v ol foreign-exchange earner since 

1982 — surpassing rice. Thisincomecan | 
be increased two, three or even fiw 
times within: three years, if we take. 
this activity seriously. Prospects for 
our traditional exports look gim 
Thailand's natural Ort" : 
be tourism. It is our. ^uniqi 
point.’ "P E 

A Ministry of Tiutism should be set. 
up to deal with national issues such as 
whether an “open-sky” policy should be. 
introduced. Thailand’s  up-country- 
tourist. attractions would then be de- | 


Md alls ient E) at resa Gee I dry SR E me E AE 




































Paul Sithi-Amnuai, a leading Tha 
censis, d wrote the origine 

























| Peres 
‘during 1975-76, and is currently 
head of a diversified Bangkok-. 
based ciate conglomerate. - | 


to the Kukrit Bank Heva 




















edel: T 

VCI d. W NI nat could bei T iore attract 
tl cn say, promoting Ban Chian ns 

,000-year-old culture) as the “cradle of 

civilisation”? Thailand offers more than 

massage parlours. 

» Reducing loan rates to 12% to en- 
courage investment. Businessmen have 
in recent years been borrowing at rates 
of above 18% a year. A similar situation 
existed in the Philippines, and we all 
know what has happened to the Philip- 
pines. - 

As a rule of thumb, business enter- 
prises average a 25% rate of return. If 
borrowing rates are 18% and the rate of 
return is 25%, the entrepreneur, at 
best, makes 7% profit. At that rate, 
he would rather not take risks. He 

‘is better-off depositing his money 
somewhere and getting a return of 
12-16%. 

I need not go into the theory of the 
relationship between interest rates and 
the risk factor, or discuss the concept of 

ae guaranteed profit margin by which 

overnments guarantee that banks will 
make money by means of legislated 
maximum-deposit rates. All I need say 









Tourists in Bangkok: earnings potential. 


is that if the government were to legis- 
late a ceiling on interest for bank depo- 
sits of no more than 7.5-8%, banks 
would no longer need to compete by 
rate differentials for deposits. They 
could maintain their previous margins 
while the economy could have a new era 
of cheap loans, the spur to renewed 
business activity, and confidence. 

» Banks, finance companies and other 
financial institutions should give hous- 
ing loans. Housing construction creates 
many jobs, and construction activi- 
ties also create demand for steel, 
cement, wiring, furniture, paints, elec- 
trical goods, plumbing and so on. All 
these products are produced in Thai- 
land. 

What is needed to stimulate more 
housing is to have more long-term 
end financing for buyers. In Malaysia, 
banks must lend as much as 25% of 
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This has Enelfüraged hows deve- 
lopments, and hence more jobs. Thai- 
land can follow sui? by legislating that 
banks must give term loans for housing. 


> Rrivatisation of state enterprises and 


giving building franchises. Thailand’s 
economic planners are now advocating 
reduced government spending. But if 
the government does not spend, and the 

rivate sector has no confidence in 
investing, then how can employment be 
created? The task is to create employ- 
ment in the so-called public-sector 
domain projects. I believe that this 
can be done at no cost to the govern- 
ment or to taxpayers. Privatisation is 
the key. 

By this, I do not only mean bringing 
about more efficiency by just selling off, 
say, Thai International, or the Met- 
ropolitan Electricity Authority, to the 
private sector. Privatisation means in- 
viting investment into areas tradition- 
ally reserved for the public sector, such 
as toll roads. I can see immediate re- 
sponse to many construction projects, if 


SHOSUKE TAKEUCHI 





the government were to have iron-clad 
contracts for foreigners to invest and 
be allowed to make reasonable pro- 
fits. 

These can be projects like the 
Bangkok Mass Transit system, domes- 
tic and international telecommunica- 
tions systems, toll roads, airports, deep- 
sea ports, or even our famous Eastern 
Seaboard. All these projects would 
stimulate the economy, and create 
many jobs. Hongkong's undersea tun- 
nel and subway are the best examples of 
this concept. 

» Guaranteeing exchange stability. 

The present exchange instability is a far 
cry from the days of the Exchange 
Equalisation Fund established in 1955. 

Prior to that, our economy had a *multi- 
ple- exchange system" which did not 
work. One of the strongest incentives to 
business since 1955 has been the knowl- 
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a ministerial level. 
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re t the baht stood. T 
made life easy for both importers and | 
exporters. "Tun 

Since the November 1984 devalua- | 
tion, businessmen do not know what to | 
expect for their imported- component - 
costs or their export earnings. Funds are | 
spent on buying forward-cover, thus- 
reducing profits. This has resulted 
in the government collecting less in 1 
taxes. 

What could be more logical than . 
for the government to declare that, | 
say, for 1986, the baht would be pegged | 
at, say, Baht 27:US$1? Both importers 1 
and exporters could be safe, knowing | 
that their foreign-exchange risk com- 
ponent is nullified. Everyone profits | 
by currency stability. Besides, with € 
threat of creeping devaluation, That 
entrepreneurs are more likely to keep | 
funds offshore for as long as possible. - 
A stable baht will bring back confi- 
dence. 4 
» Utilising natural gas as motor fuel. a 
Thailand currently spends slightly less . 
than half its exchange earnings on fue 
imports, including bunker fuel, while | 
the country has ample natural- gas 
supplies and reserves. What if the. 





























Ministry of Industry were to say that all — 











6 It is a mistake to do pure 
modelling based on facts and 
figures, and deny that another. 
(and perhaps more important) | 
element that breeds business — 
is one which cannot be 
measured fully by figures: 
*business confidence." 























of Thailand's new motor vehicles must - 
install gas-fuel tanks? I 
Gas is already used in many coun: ^ 
tries: New Zealand, Australia, Den- | 
mark and Holland. A gas-fuelled car 7} 
can also use petrol by the flick of à 
switch. Not only is gas cheaper, but x 
causes less pollution. 
» Establish a ministry of export promo- 
tion. Much has already been said in. 
Thailand about the importance of ex- - 
ports. However, very little has been | 
done about them. Tó be successful in | 
exporting, full-time staff are needed. | 
This can best be done by upgrading - 
overall export-coordinating functions to 


Wo 


South Korea, for example, started K 
off with only 80 items for export prior to - 
1958. Today, it is one of the world’s ` 
most dynamic marketeers. 

In Thailand, we have set up export | L 
committees: but committees do not 
work. Put a person in charge, and things | 
should go differently. 1 
» Re-examining Thailand’s defence ex- — 
penditures. Certainly, Thailand's mili- 
tary and defence expenditure is a deli- - | 
cate subject for Thai civilians to discuss. 
However, I cannot honestly suggest 






md f ae T 
ways of handling Thailand's presen 
economic problems without discussing 
the defence budget, which is about a 
third of our total budget. 

There is a big difference between a 
national-defence policy and mechan- 
ism. For example, Switzerland's de- 
fence policy is total neutrality. As a re- 
sult, the country does not need a stand- 
ing army. Thus it needs no defence 
mechanism except an irregular army. 
India's defence policy is also neutral- 
ity, but the country has a small army 
compared to, say, South Korea or 
China. . 

But it is also possible to have a large 
defence mechanism without having to 
pay for it. Japan and West Germany 
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are classic examples. They have, “by 
treaty," borrowed the defence mechan- 
ism from the US. Asa result, they spend 
little on defence. Is there a lesson to be 
learned here? °° 

I am not saying that Thailand should 
demobilise its armed forces. I am saying 
that, by re-examining our foreign and 
defence policies and defence 
mechanism, perhaps we can find a 
cheaper approach to defence. Should 
this be the case, then maybe we could 
“borrow” hardware from our friends 
without having to pay for it. 

During the past few years, many 
seminars have been held. All interested 
parties have agreed that something 
should be done. Unfortunately, there is 


> 






m 
š 







but little action. Thaiffite 
h 1986 with anew determi- 
Mement projects. Projects 
are real. S \inars end up buried in 
shelves and h aries. 

As a membée: of the private sector, I 
beg our government to show political 
will and seriously consider some of the 
proposals made. I believe that the Thai 
economy can survive, more employ- 
ment can be created, and the business 
climate can be made favourable, if all 
the suggested projects can be im- 
plemented in full. Piecemeal solutions 
do not create results. The Thai econ- 
omy's outlook is not that bleak. A bet- 
ter business climate can be created if the 
political will is there. oO 
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|ECONOMIC MONITOR INDONESIA | 


Quiet on the capital front 


Fe investment stagnated in 1985, 
despite the appointment of a more 
influential chief in the Investment Coor- 
dinating Board (BKPM) in April. Over- 
seas interest in Indonesia has been on 
the wane since 1984, following the gen- 
eral downturn of the oil-dependent 
economy. Despite high-level concern, 
expressed in the appointment 
Ginandjar Kartasasmita, already a 
trusted young lieutenant in the State 
Secretariat, to BKPM, foreign business- 
men say there have not been the radical 
policy changes needed to lure capital. 
New-project investment fell 
US$698.7 million last year from 1984’s 
US$857.1 million. Just a year earlier, 
foreign investment had topped US$2.88 
billion (these figures do not include 
foreign contractors’ investment in oil 
exploration). The slumping domestic 
market for all but basic consumer goods 
leaves few openings for new ventures, 
and for export industries Indonesia is 
still relatively uncompetitive. 
Jakarta-based economists could only 
muster guarded praise for the tough 
new fiscal 1986-87 budget beginning on 
31 March (REVIEW, 16 Jan.). In the new 
budget, oil income has fallen to about 
55% of total receipts, compared with 
65-70% in recent years. The drops in the 
price of various crudes in Europe in late 
January, some breaking the US$20 a 
barrel mark, bear out analysts’ criti- 
cisms that the government’s forecast 
US$25 figure is overly optimistic. How- 
ever, calculating backwards from the 
7% budget cut gives the planners more 
flexibility over oil sales. Sources say 
prior to the budget’s release, produc- 
tion was kicked up to nearly 1.5 million 
barrels a day, on the tactic of grabbing 
the income before the market plunges 
on the spring thaw in the Northern 
Hemisphere. If production at this rate 
eshould continue until, say, April, part of 


56 





= INVESTMENT SEE-SAW $ 


i* 


"ea. Tk 
" _ 


s S CNMP 
7 ryt 
PHA es k 
of |. 
‘ay. " . 


"ut 
esL < 
m CE 
to | 
" 
t Là 
l 
« 
- 


EU E UN e. 
bow "v ye 


REVIEWGRAPH by Frank Tam 


the damage the price fall does to the bal- 
ance of payments would be offset. 

Investors continue to insist that long- 
term tax incentives, access to product 
marketing and distribution (reserved 
for domestic companies), and protec- 
tion from foreign and domestic compet- 
ition are crucial to their investments. 
Ginandjar has not given all they want; 
for example, his policies on protection 
are most unclear. Immediately after his 
installation, he cleaned out what he felt 
were corrupt and inefficient BKPM 
staffers, and cut down on paperwork for 
investment applications. 

In a speech attended by a large 
number of the expatriate executives in 
Jakarta, he pledged to ease the rules on 
expatriate work permits and reduce 
bureaucracy among other things. 

There has been one promising sign. 
While the value of approved invest- 
ments decreased last year, the number 
doubled to 50, just short of the 55 pro- 
jects given the go-ahead in 1983. Many 
resulted from attempts by the state oil 
company, Pertamina, to force equip- 





ment suppliers to assemble and machin- 
some items locally. 

The chemicals industry led foreign 
investment; an Indian firm, Chemtex 
Engineering, is planning a US$190 mil- 
lion project for manufacturing poly- 
propylene, the largest single investment 
of the year. This investment made India 
the leading foreign investor, surpassing 
Japan and the US. Construction, base 
metals and pharmaceuticals also drew 
several investments. 

Significantly low were investment in 
plantation crops and agriculture in gen- 
eral — BKPM priority targets which 
have attracted much attention. But 
land-ownership laws (now said to be 
under study for adjustment), and the 
nucleus-estate smallholder plan for 
plantation crops (which reserves the 
bulk of estate development for small- 
holders) discourage real action. 

Statistics indicate. that domestic in- 
vestment increased impressively last. 
year, but rule changes in early 1984 
suggest that the actual situation has r« 
mained constant since 1982. The 
changes caused a rush to lodge applica- 
tions before 1983 ended, inflating the 
yearly total beyond Rps 7 trillion 
(US$6.2 billion). A slump followed in 
1984, but there was a return to a normal 
level of activity in 1985 — Rps 3.3 tril- 
lion, or slightly more than in 1982. 

Domestic investment was heavy in 
chemical, hotel and estate-crop indus- 
tries, the latter mostly non-nucleus es- 
tate smallholder projects. Scores of in- 
vestments and investment applications 
were also listed in fishery projects: 
shrimp and tuna farming and processing 
are considered to have great potential. 

This year should be much like 1985, as 
foreign investors see little upturn for the 
domestic market. The government, angl- 
ing for export-oriented projects, has made 
successful attempts to cut back some of 
the unreasonable costs of exporting from 
Indonesia, but response from investors 
has so far been sluggish. — Paul Handley 
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= of self and the undivided lines are held to denote the solidity of the 
virtue Of one so free from selfishness. 


Trust is indivisible. When you give trust, 
you give it completely. 


Trust is our profession. 


We pride ourselves in earning the confi- 
dence of our clients in the important and 
very personal areas of their assets and 
finance. 


We do this by accommodating’ their 
special needs, and offering a full range of 


— 7 -Asiaciti Trust Company Limited. Principal Subsidiaries 
- s. 8rd Floor, Lo. Lam House 
oo. Kumul Highway, Port Vila, 
2000 4v Vanuatu 
v. "Telex: 1054 LANDMK NH 
.' Telephone: 2082/2291 


Singapore: 

Asiaciti Management Pte Limited 
140 Cecil Street 413-02 

PIL Building, 

Singapore 0106 

Telex: RS 20714 ACTMAN 
Telephone: 224836672244022 


fiduciary services to protect, preserve 
and enhance their assets. ; 








Our highly qualified and experienced con- 
sultants based in Asiaciti T rust offices 
around the Asia-Pacific deal wit | 

our clients individually. 


We've earned our clients’ trust. Left us 
earn yours, 
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Hong Kong: Sydney: 
Asiaciti Administration Limited 
ard Floor, Landmark East 

12 ice. House Street, Central, 
Hong Kong Australia 
Telex: 75397 ACTAD HX 
Telephone: 5-265205/210319 


Asiaciti Corporate Services Pty Limited 
7th Floor AMP Centre 
50 Bridge Street, Sydney 2000 


Telex: AA176281 ACTCOR 
Telephone: 02-2215444 








T" 


p 





Kw Re 


= *- 


39 local branches have 
the UF-400AD. 








The Panafax UF-400AD compact facsimile machin > 
with one-touch dialing and built-in auto timer. 


Don’t let one bad pineapple spoil the whole 
bunch. If your business relies on precise, speedy 
communication, take a look at Panasonic’s 
UF-400AD — the first super compact Panafax 
with automatic dialing, a built-in auto timer and 
our original MWS (white line skip) system. 

Small enough to find a place in virtually 
any office, the UF-400AD is a CCITT Group 3/ 
Group 2 facsimile machine with a 9600 bit/s 
modem speed. But with our exclusive MWS 


system, the UF-400AD can transmit a do, ument 
virtually anywhere in the world far faster than 
ordinary G3 models. 

And transmission is not only fast, it’s sit ple. 
Documents can be sent to any one of up tc 10 
stations at the push of a single button. No dialing. 
No pushing START. Press three buttons, and 
the UF-400AD will automatically dial and send 
to an additional 90 stations. If the line is busy, 
it automatically redials the number twice. 





In fact it’s so simple to send a fedme 

| message, there doesn't even have to be an oper- 
-ator in attendance. Just set the UF-400AD's auto 
. timer, and it will automatically transmit or poll 
. at the predetermined time. By transmitting and 
. polling at night or on weekends, you can take 
advantage of reduced line rates and save money! 
- —. Panasonic's UF-400AD — keeps your vital 
i business communication from becoming 
i salad. 





Panasonic, along with National, is a brandname of Matsushita Ele 











Asia is home to more than half of mankind. Every day, 
events are happening here that not only shape the re- 
gion's future but affect the entire world. The Asia 1986 
Yearbook does more than cover these events — it com- 
piles, analyses and interprets them. No businessman 
can afford to ignore them. Nor can any professional or 
scholar or anyone who has dealings with Asia. Decide 
for yourself whether any other single medium puts the 
economic, socidl and political realities of Asia at your 
fingertips as does the Asia Yearbook. 


Now In Its 27th Edition 

The Asia 1986 Yearbook, now in its 27th year, is bigger 
and more comprehensive than ever before. Matching 
the rapid pace of Asian development, it goes into great- 
er detail, with greater insight — a book which everyone 
who needs to know about Asia must have on the book- 
shelf. 


Features 

The Asia 1986 Yearbook includes two new chapters — 
covering a historic year in South Asia, and arialysing US 
involvement in Asia — but you will find familiar-chapters 
and features as well: a portrait of The Region, The 
Power Game, Population & Food, Development Banks, 
Asian Finance, Asian Investment, Commodities, 
Energy, Aviation, Shipping, Fishing, Trade & Aid, the 
Pacific, Asian & Pacific Organisations, and a round-up 
of the year's news stories. 


As in the past, the Asia 1986 Yearbook has an abun- 
dance of charts, tables and graphics to illustrate the 
material, including a full military profile of each regional 
country. 


The main body of the book contains chapters on 31 
countries, ranging from Afghanistan to Japan, from 
China to New Zealand. 


Country-by-Country Analysis 

Each country is discussed with up-to-date reviews of its 
Politics and Social Affairs, Foreign Relations, Economy 
and Infrastructure, complete with a map and lists of 
leading public officials. The Asia 1986 Yearbook gives 
you localised, first-hand information on everything from 
market potential and population trends to foreign aid in- 
volvement and social and cultural landmarks. Each 


Áiseiundn The All New 27th Edition 
We give. you Asia, 
minus the mystery, 


E minus the myth: 
© — Asia 1986 Yearbook 





country chapter has a Databox giving essential vital 
statistics. And there is also a statistical round-up com- 
piled against a master questionnaire provided by Year 
book experts. 


How We Did It 

Published by the Far Eastern Economic Heview, the 
Asia 1986 Yearbook is the result of thousands of man- 
hours of work during the year. Every week, the Heview's 
correspondents file on-the-spot reports from every 
major Asian capital and every area of interest through- 
out the region. This leading team of writers, analysts, 
experts and research staff contribute (as they have reg- 
ularly for 27 years) to keep the Asia 1986 Yearbook on 
top of events. To give you Asia minus the mystery, 
minus the myth. To give you Asia as only the Far East- 
ern Economic Heview can. 


Soft Cover: HK$170/US$23.95/£20/8$49.50/M$56.50 
Hard Cover: HK$200/US$27.95/£23.75/S$58.50/M$67 
For airmail delivery, please add: 
HK$55/US$7/£5/S$15/M$17.50 per copy. 
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To: Publications Division, 
Far Eastern Economic Review, 
G.P.O. Box 160, 
Hongkong 


FarEasternEconomic 





Please rush me copy/copies of the Asia 1986 Yearbook as 
indicated. | enclose a cheque/postal order for 
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Asia 1986 Yearbook (Soft Cover) 

Price: HK$170/US$23.95/£20/S$49.50/M$56.50 each 

No. of copies O by surface O by airmail* 
Asia 1986 Yearbook (Hard Cover) 

Price: HK$200/US$27.95/£23.75/S$58.50/M$67 each 

O by airmail* 


No. of copies [] by surface 


*For airmail delivery, please add: 
HK$55/US$7/£5/S$15/M$17.50 per copy. 
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sure of the Singagore 
| ighlighted pfobems 
that can arge when speculative actRity 
is fundegén a highly leveraged or fM- 
diivery basis. For all the vola 
ity of tfe Hongkong market, even thl 
ashes of 1973 and 1982 did no 
! breakdowns of the stock-trad- 
ing and broking system. Even the fall- 
out on the banks and deposit-taking 
companies was more related to property 
than to share speculation. 

The reasons for Hongkong’s resili- 
ence may be found partly in the cash- 
settlement system. Another reason is 
the natural caution which has prevented 
punters and brokers themselves from 
taking forward positions which can be 

led over or, as happened in Singa- 

re, engaging in complex buy-back op- 
erations, which are a form of partly un- 
secured margin lending. Will the long- 
planned (yet still uncertain) introduc- 
tion of a stock-index futures contract re- 
move the one safeguard which has made 
Hongkong's stockmarket volatility 
harmless, by introducing leverage on a 
scale hitherto unknown? 

An index-futures market would not 
be subject to the ramping seen in many 
counters in Singapore and Malaysia, 
where market operators can make a 
nonsense of price/earnings ratios and 
yields. Nonetheless, it could well pro- 
duce an even more volatile market than 
we know at present, as it would enable 
those — who are many — desirous of 
speculating in the market as a whole 
rather than individual stocks to do so 
very much more easily and efficiently 
than at present. Not only is the dealing 
cost of investing a given amount in the 
© “ex very much less than buying an 

tivalent value of actual stock, but 
gearing is very much simpler. Few 
banks are prepared to advance more 
than 70% of a stock purchase. Dealing 
through a futures exchange gives a mar- 
gin which is normally less than 5%. 

This is fine for pure speculators. In 
big markets where price movements are 
decided by the balance of tens of 
thousands of investment decisions 
daily, much of it involving relatively 
stable institutional or pension-fund op- 
erations, purely speculative operators 
are not a major force in overall market 
movements. In these markets, turnover 
is relatively low as a percentage of 
tradeable shares and the proportion ac- 
counted for by big-time market 
operators quite small. Yet even in the 
US, the volume of index trading is now 
such. that arbitraging between the 
traded index contract and the underly- 
ing stocks can produce very large move- 
ments in key stocks and thus in the ac- 
fugLindex. This was responsible for the- 
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spectacular 8 January Wall Street sell- 
off, when the Dow Jones average fell a 
record 39 points. 
€ THE narrow base of the Hongkong 
market makes index-induced volatility 
even more likely. Even now, big players 
can influence the Hang Seng Index by 
concentrating their attentions on a few 
stocks which are heavily weighted in the 
index but are not normally heavily 
traded. A successful index contract 
could well end up as the tail which wag- 
ged the dog. Much actual buying and 
selling of stocks could end up mainly in 
the hands of those arbitraging between 
the index-futures movement and the 
components of the index. Their role in 
the index could become more important 
than their actual merits as shares. 
Many Hongkong investors like to go 
for individual stocks in the hope that 
by luck and judgement they will do bet- 
ter than the index. But many, too, 
would probably be happy just to trade 
the index: the way to do it is to keep 
their money in the bank earning interest 
but available to meet margin calls 
should their index positions go against 
them. In this way, firms might find it 
harder to raise equity capital while the 
banks (never sensible risk takers) bene- 
fited. 
@ FUTURES markets should have a 
basic commercial (rather than entirely 
speculative) rationale — specifically to 
allow producers and consumers to 
hedge against future price movements. 
While there was a strong case before the 
currency peg for a currency contract — 
an idea killed by the greed of the banks 
— and still is a case for interest-rate fu- 
tures, itis very difficult to find any simi- 
lar practical rationale for a Hongkong 
stock index. It could serve the small 
coterie of sophisticates who would like 
to take a position in the market without 
having to take one in the currency, 
which they would have to do if they 
bought physical shares. But even these 
people can, if they have faith in the 
Hongkong/US dollar peg, offset the 
currency risk through a Chicago or 
Sin gapore currency-futures contract. 
at is genuinely needed badly in 
Hongkong is a way of hedging against 
interest-rates changes, which since the 
exchange-rate peg have had to take all 
the brunt of Hongkong's changing for- 
tunes. The Hongkong Commodity Ex- 
change — now the Hongkong Futures 
Exchange — would do better to start 
with interest futures — say six-month 
and 24-month certificates of deposit. 
There is certainly a commercial need, 
and speculator interest would also be at- 
tracted by the natural volatility of the 
market. Nor would even a very active 
-market wag oe bebe monet- 
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ary sector) nor be detached from macro- 
economic conditions in the way thata |- 
highly geared, narrowly based equity. | 
market can be. | 

A stock-index futures contract is bush T 
in itself bad. But it could be bad- 
Hongkong until local markets ac uir Er 
more depth and until there is loca ad 
perience with local futures instrumen: 
for which genuine commercial hedging 2 
need does exist. 
€ MALCOLM Stone, long-time | | 
lieutenant to Jim Raper in the days of lj 
Faber Merlin and later 
Gasco, is the pivotal 
figure- in the carve- 
up of an office block 
called Cecil Point in 
Singapore's central 
business district. Four 
floors are being bought 
by a Vancouver com- 
pany, Golden Lion 
(president: M. Stone). 
A further seven floors 
will be bought, sub- 
ject to shareholder ap- 
proval, by the Hong- 
kong-listed Mandarin 
Resources Corp. 
(managing director: T 
M. Stone). The property was valued 
cil Golden Lion by A. G. Wilkinson & |. 

(parent company: Mandarin Re- Ve 
ea E 

The vendor of Cecil Point, Astanet _ | 
Investments, contracted to buy it in | 
1983, but deferred completion of the | 
deal until 1985 by which point Singa- | 
pore’s commercial property market had | 
totally collapsed. Cecib Point is un- 
tenanted. Astanet’s board included 
until 1984 two current directors of Man- - 
darin, as well as Chan How Kiat, whose | 
Lucky Man Properties bought two — 
blocks of flats from Mandarin last Sep- - 
tember. 

Until October 1984, when control of 
the company passed to nominees, 20% _ 
of Astanet was owned by a Singapore - 
company called Bulkeley, whose board, — 
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at various times, has included three | 
Mandarin Resouces directors — among - 
also Bulkeley which sold Mandarin a | 
glittering portfolio of assets in June 1984 — h 
electrician, and a Hongkong finance 1i 
company. Perhaps these will one day go 
printing business which was sold cum- 
debt to a shell company in Vancouverin |. 


them chairman Tay Teck Eng. It was | 
a. 
including a British bikemaker, a Thai - 
4 
the way of Grand China, Mandarin’s i 
exchange for shares, enabling Mandarin 





to strike a profit even though the shares - I 
cannot be worth any more than the — 
printing company for which they were. * 
exchanged. A strange fruit, thisManda- 
rin. 
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Panina on the brakes. 


US quotas hit thousands of Bangladesh textiles workers 


By S. Kamaluddin in Dhaka 


he imposition of quota restric- 

tions late last year by the US on im- 
ports of Bangladesh-made garments 
and Dhaka’s swift move to divide the 
quota among local manufacturers (even 
before the signing of a bilateral agree- 
ment) have resulted in the closure of 
about 250 factories, throwing more than 
40% of the industry’s workforce of 
about 200,000 out of a job. Of these 
workers, some 90% are women. 

US President Reagan’s December 
veto of the protectionist Jenkins Bill, 
which would have imposed even more 
swingeing cuts has provided some relief. 
But the US went ahead and imposed 
quotas on men’s cotton shirts and cotton 
jackets, and called for consultation on 
the export of garments under four other 
categories, including cotton trousers. 


The request for consultation on these 


items became necessary because of a 
dramatic increase in Bangladesh’s ex- 
ports of these items during the past 
year, a US source told the REVIEW. 
According to a garment-industry 
source, the imposition of quotas on cot- 
ton shirts and jackets resulted in the ac- 
cumulation of 200,000 dozen items of 
distressed cargo in US ports. The heavy 
dependence on these items by the 
fledgeling local garment industry, 
together with the proposed consulta- 
tion meeting on other categories, 


created something of a panic in Dhaka. 

Bangladesh, armed with advice from 
the Washington-based International 
Business and Economic Research 
Corp., forcefully argued during the 
meeting with a US delegation in Dhaka 
that the level of exports from 
Bangladesh of these four categories 
were small compared to other suppliers, 
such as Hongkong, China and Japan. 
The meeting ended without reaching 
any agreement. 

While Dhaka had the option to con- 
tinue the discussions at a later stage or 
appeal to the Geneva-based Textile 
Surveillance Body (TSB) of Gatt 
against any unilateral action by Wash- 
ington, it decided instead to toe the US 
line and administer quotas to local 
manufacturers. This decision com- 
pounded the  industrys problems, 
though the government appears to have 
opted for self-restraint to avoid strain- 
ing its relations with Washington. 

As one industry source noted, 
Bangladesh is a developing country and 
a new entrant in this trade. The Multi- 
Fibre Arrangement (MFA) provides for 
specific treatment for such new 
suppliers, and Bangladesh should be ac- 
corded such treatment, he said. He 
added that showing “market disrup- 
tion” under the MFA requires that the 
US demonstrate “the existence of seri- 


The price of success 


The US imposes import curbs as Nepal’s garment exports soar 


By Kedar Man Singh in Kathmandu 


he US Government has imposed 

curbs on Nepalese garment exports, 
after it became apparent that Indian 
manufacturers — themselves shut out of 
the US by quotas — had merely shifted 
operations to Nepal and were selling 
garments with a Nepal label which were 
primarily Indian in origin. At the same 
time, Nepal is trying to expand sales to 
the EEC and Scandinavia to reduce its 
reliance on the US, which consumes 
about 90% of Nepal’s exports of gar- 
ments. 

For now, the US has imposed restric- 
tions on only a few categories of gar- 
ments, mostly women’s clothing. Wash- 
ington has agreed to allow imports of 
some US$34 million in other garment 
items — but has warned that there will 
be full restrictions if it is found that 
Indian-made items are once more 
dominating the trade. A US garment 
industry group is due in Nepal soon 


to negotiate further purchases and 
study the state of the local textiles indus- 
try. 
T The Indian move into the Nepal gar- 
ment industry began in mid-1982 when 
the US imposed import restrietions on 
Indian clothing imports. At first, it was 
merely a case of changing labels before 
re-exporting the items — but eventually 
Indian manufacturers began to assem- 
ble their products in Nepal. 

Meanwhile, the presence of the 
Indian manufacturers sent Nepal’s 
garment exports soaring — to become 
the country's chief export item. A 
Commerce Ministry spokesman said 
that in the first year in which the Indians 
began using Nepal as an export con- 
duit (fiscal 1982-83, ended mid-July), 
Nepal’s sales of garments abroad only 
came to Rs 30 million (US$1.6 million 
at current rates). The following fiscal 
year, it had risen to Rs 460 million and 
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Garments worker: phenomenal growth. 
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sofan examina n of tots. 

wing orgthe evolutio uie industry. 
The coufld include turgP»ver, market 
sae, Protits, export per ^ ince, em- 
pl\ment, production, ation of 
capacity, | productivj invest- 
me», No one or e ral of these 
fagors can necessaril ve decisive 


gytdance. 
There were about 550 garent fac- 
Ories of various sizes in opeMation in 
Bangladesh at the end of Sef¥ember, 
when the agreement to imposdi quotas 
was signed. Permission to €stablish 
another 200 or so factories had been 
given. According to Noorul Quader, 








by 1984-85 it was up to Rs 700 million. 

The garment industry is seen by 
Nepalese planners as having great ex- 
port potential, but it has brought ac- 
companying social problems. It 
been estimated that more than 60, 
Indians entered Nepal to work in the in- 
dustry, but the Nepalese Government 
has apparently been afraid to protest, 
fearing that objections would be consi- 
dered a violation of a 1950 bilateral 
treaty. One official of the Nepal Federa- 
tion of Commerce and Industry said the 
government did not seem to be taking 
the labour issue seriously, and he feared 
that an influx of foreign labour of this 
scale into a country the size of Nepal 
could create a major migration prob- 
lem. 


A 500 garment factories have 
been registered thus far under two 
categories: one, as small-scale manufac- 
turers and the other as cottage indus- 
tries. Of this, only 105 factories regis- 
tered as small-scale manufacturers and 
24 as cottage industries have been fully 
operational, while 300 others are still 
starting up a year after the issuance of li- 
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firms), nea | iesfhad 
by year-end Wind nearly 88.00 g 1 
200,000 r-*--"5nt workers-had fost Wieir 
jobs. FIOD (121 
Starti cratch, the locaMpar- 
ment indu kd ‘achieved no- 
menal gro in the past few ydirs. 
Garmentffkports during fiscal 1982483 
(ended $0 June) reached Taka 255 n- 


0096 in fiscal1984-85 to Taka 
ition. The current year's export 
target had been fixed at Taka 4 billion, 
which now looks doubtful. Nearly 7596 
of Bangladesh's garments are marketed 
in the US. ony s 

The problems of the garment indus- 
try are now being felt in other related 
sectors, such as specialised textile-fabric 
manufacturing and the dyeing, printing 
and finishing industry. During the past 
five years, nearly 80 specialised textiles 

jects were sanctioned to supply the 
e--ment industry to generate more 
value-added products. Until mid-1985, 
only about 2576 of the industry's export 
earnings were retained, while the rest 
was being spent to import fabrics and 
stitching and packaging materials. With 
the establishment of new plants special- 
ising in such areas as printing and pack- 


aging and dyeing and finishing, the 


country was seeking to increase export 
earnings. 

Noorul Quader said that local manu- 
facturers will have to diversify their pro- 
ducts and develop new markets in West- 
ern Europe and elsewhere to survive. 
But it takes years to develop such mar- 
kets, he added. "m 


cences. The government, meanwhile, 
has cancelled the registrations and li- 
ences of 137 firms in both categories in 
recent weeks for having failed to fulfil 

terms and conditions of the govern- 
»lt's industry policy. 

Under this policy, industries should 
start with a minimum 40% of labour, 
materials and capital from domestic 
sources. By the third year, the Nepalese 
share should be about 90%. So far, 
entrepreneurs from Sri Lanka, South 
Korea and India have started up gar- 
ment industries in Nepal, with the In- 
dians being predominant. 

Narayan Chaudhury, Nepal's Minis- 
ter for Commerce and Industry, told the 
REVIEW that the government was trying 
to *systematise" the industry so it 
would benefit the Nepalese people 
and government. The government has 
also announced a minimum-pricing po- 
licy so revenue can be properly col- 
lected. 

- Sources close to the Finance Minis- 
try, meanwhile, say that the industry 
has not really helped the treasury, as the 
foreign exchange earned from garment 
exports is repatriated to India. a 
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By Richard Hanson in Tokyo 

apan's Ministry of Finance (MoF) is 

hammering together an agreement 
which should break a long-standing 
deadlock between banks and brokers, 
clearing the way for a' significant “mod- 
ernisation" of Tokyo capital markets for 
international borrowers. However, 
neither banks nor brokers appear happy 
about the MoF's push. 

What the authorities want to do is to 
ease the rules for yen private-placement 
bonds (placed with a limited number of 
lenders, with constraints on trading) as 
well as for public yen-denominated 
samurai bonds. By putting the two mar- 
kets on a more equal footing, MoF offi- 
cials are stepping on the toes of every- 
one — except international borrowers, 
who ought to applaud the effort. 

Among the MoF's proposals is a lift- 
ing of rules which prevent non-Japanese 
issuers of publicly traded samurai bonds 
from returning to the yen private-place- 
ment market in Tokyo. The so-called 
no-return rule favours the Big Four 
Japanese securities houses, which 
dominate the job of underwriting pub- 
lic samurai bonds. Banks, which can 
lead-arrange private placements, want 
the rule abolished, or at least modi- 
fied. 

Other proposed changes: Triple-A 
rated borrowers will be allowed to raise 
up-to ¥30 billion (US$148.1 million) in 
a private placement, or three times the 
previous ceiling and maturities above 15 
years — the longest maturity for a pub- 
lic samurai issue — will be introduced. 
The MoF also wants changes in the 
samurai market, making issuing prac- 
tices simpler and the best terms made 
more widely available. 

Implementation of these changes in 
the Tokyo capital. market will depend 
largely on how much muscle the MoF 
chooses to apply. That is because of a 
wide gap between the self-interests of 
banks and of brokers. For the first time, 
however, the interests of the borrower 
are also being considered. 

The MoF’s aim is (at least partly) to 
head of criticism of Japanese market 
practices from such borrowers as the 
World Bank, the most prestigious inter- 
national user of the Tokyo market. 
World Bank officials have pressed the 
MoF hard in recent months for greater 
flexibility in tapping yen markets. A 
senior World Bank official is scheduled 
to speak before a key MoF advisory 
committee at the end of this month. ' 

One of the strongest catalysts for 
change was a World Bank move last 
year to sidestep the no-return rule on 
private placements.. The bank's tactic 
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borrower's day dawns 


Japan seeks to loosen its capital-rarket straitjacket 




















was to arrange a 20-year “transferable” 
ven loan from Japanese banks — which 


served pretty much the same function as | 
| a private placement. That did not solve | 
| the probiem, but MOF officials used it as 
| a means of winning concessions from 
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Ministry of Finance: stepping on toes. 
e 

the securities industry. The warning was 
clear: banks and borrowers would find 
ways of "securitising" loans, thus under- 
mining the position of underwriters in 
the end. 

The issues which separate the MoF 
from the banks and brokers, and the 
brokers from the banks, have deep 


roots in the Japanese financial system. 
And liberalisation of capital markets 


has tended to be an outside-in affair; 


i.e., making concessions on the interna- 


tional front while fighting rear-guard ac- 
tons to maintain a strictly controlled 
market for domestic borrowers and in- 
vestors. 
Among the key issues are: 

» Brokers argue that the samurai mar- 
ket should be the prime market, with 
other yen-bond markets (including pri- 
vate placements) playing a secondary 
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role. The securities houses, however, - 


are nominally opposed by a group of 
seven banks, led by the Industrial Bank 
of Japan, which holds sway over many 
of the rules governing who cgn issue 
bonds and under what conditions. But 
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yen private placement in Japan has long 
been closer in nature to loans than secu- 
rities. One result is that the lead ar- 
er normally assumes a large share 
he issue itself in Japan, while the in- 
estor function is separated from the ar- 
ranger in the US market. The MoF 
would like to move towards the US con- 
cept and cut the lead arranger's share 
from about a third to 10%, which the 





















flexibility in trading private placements. 
Currently, there is no trading for two 
years. 
» Brokers want banks to concede on 
the role they play in the public-issue 
market, and some MoF officials have 
"tried to use that as a bargaining chip. 
Linking the liberalisation of the private- 

placement market to opening up the 
 public-issue market centres on the role 
| Of the commissioned bank — which per- 
, forms trustee and other functions, for a 

£ , in the samurai-bond market. The 





" rhe MoF wants commissioned banks 
¿E to accept a more flexible role in ar- 
ranging issues. The key is to make the 
- various financial clauses in a loan agree- 
ment more transparent. ‘Now, the bor- 
rower negotiates these with the commis- 
sioned bank and not jointly with the 
underwriter. Inevitably, the commis- 
sion bank would play a smaller role. 

Some bankers recognise that conces- 
sions are needed to protect the commis- 
sioned system, itself. The bank position 
on balance, weak. 

~ In the long term, the MoF has an eye 
on the still highly rigid practices in the 
domestic-bond market, where cracks 
ave already appeared. 

Restrictions on domestic borrowers 
me decidedly irrelevant as the 
AoF lifts curbs on Japanese corporate 
use of Euroyen markets. Sooner or 
later, the general requirement for col- 

lateral will be replaced by a domestic- 
bond rating system, which is growing up 
slowly. : 

; Here again, the authorities are ad- 
. vancing in the international markets 
first. Japanese ratings may be accepted 
as qualifications’ for non-resident 
Euroyen issues later this year. It is likely 
that growth of the non-resident 
Euroyen market will make a strong im- 
pression on underwriters in the samurai 
jarket. In the first full year since 
he MoF liberalised the Euroyen mar- 
ets (ended December 1985) to non- 
resident borrowers, Euroyen market 
volume, exceeded that of the samurai 
market. 








= E of the role banks are the 


banks oppose. It would mean greater - 


pe 
| nomic ¢ growth, às export revenues (plus 


The main concern is basically 
| the same as that of their local 


seeking a new mandate, 


| licy measures and incentives.’ 


By Jose Galang | in Manila 


'oreign investors in the Philippines, 
who | have © generally held firm 
throughout the economic torpor of the 


past couple of years, are weighing their. 


options ahead of the dramatic changes 
the country must undergo, whatever the 
result of the pending presidential elec- 
tion. 

Although the amount of new capital 
coming in has slowed substantially since 
the country plunged into economic 
crisis in late 1983, most existing invest- 
ors have chosen to stay put and wait for 
recovery. Their future is now in the bal- 
ance. | 
With attention dived to ether is- 
sues, the decades-old debate on the 
value of foreign investments to the 
Philippine economy has subsided. But 


the issue. may become a hot one again. 






yave to play a major 
-for resumption of eco- 
borrow- 


whatever foreign 


ing 


jected shortfall in domestic re- 
sources. d 

For this reason, the cam- 
paign for the presidential and 
vice-presidential elections on 7 
February is being watched 
keenly by foreign investors. 





counterparts: that an election 
characterised by massive fraud and 
cheating (which have been noted in past 
political exercises) may usher in a new 
period of serious uncertainties in the 


| country. 


President Ferdinand Marcos, who is 
is. already 
known for policies that favour the entry 
of more foreign capital..His party's plåt- 
form pledges "to actively promote for- 
eign investments through a variety of po- 
' The de- 
claration also foresees for multinationals 
operating in the country “a framework 
of rules that will align the exercise of 
corporate power with public purpose." 
On the other hand, opposition candi- 
date Corazon Aquino said in a recent 


speech before business leaders: "For-. 
eign investment will be welcome, but as | 
a supplement to domestic capital in all. 


priority areas where domestic capital is 


not adequate. But the control of utili- 
ties, strategic and natural-resource eñ- 


terprises will always be reserved for 
Filipinos.” However, some of Aquino's 
advisers are staunch nationalists, known 
for their negative attitude towards 
foreign investment. 
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loans, 
-heavily on the economy when at the 


nessmen agree ‘that such new st 
necessarily must not follow ‘the: ‘old 
Bored: of indüstrialisation but must 


be tied tó a’ Strengthened agricultural 
sector. 


‘In agriculture itself, support 
must go not only to the growing of crops 


for domestic consumption and export 


markets, but:also to the: processing of 
such agricultural products that: will 
boost local value-added. That strategy, 


which hàd remained a proposal ^ 


many years, should be able to pre 


the country for a gradual industrialisa- 


tion. i 
Foreign equity in local labour-inten- 
sive industries such as semiconductors 

S at are Hes two 







is available) may not » FOCI 
| be sufficient to cover the pro- 


— are seen as temporary activities tha 
will eventually be priced out as th« 
Standard of living rises. 

The Marcos government is ho 
to rekindle economic activity thre 


increased capital investment, awu 
more than two years of austerity. An in 
creased budget deficit paves the way foi 
the new tack. But to sustain this kind o: 
expansion, the Philippines will have tc 
tap more foreign investment to covel 
the domestic-savings gap, which ove! 
the past five years has been estimated tc 
have nearly doubled to 8- 9% of gros: 
national product. 

In the past, Manila mainly filled tha 
gap with external borrowing. The re 
sulting over-dependence on. foreigi 
rather than investment, tok 


| start of the 1980s, lenders became ver 
| selective and interest rates rose. The 


Philippines was particularly affected as 
simultaneously, revenue from its.com 
modity exports declined: in general 
weaker world markets. 


The economic difficulties wert 


exacerbated by political instability fol 
lowing the murder of OPPOSIBOE Mer 
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| rity measures that ca sed 
Shomestic businesses, bot ib ig 
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Philipp? 

investors held on. This has brought. 

l certain degree of stability to the ecc 
.omy," says Fred Whiting, president of | 
the American Chamber of Commerce 
of the Philippines. , 

“There would have. been more flight 
of capital and you would have seen | 
more of the collapse of business and | 
more unem loyment than you in fact | 

^"? seeing [now]." Unemployment in 
| 85 grew to around 1575 of a national 
- ravOur force of nearly 20 million, and 


es Inc. — but the majority of 
"a 













-use to about 45-6095. 


:clared closures. 

Foreign-investment flows gained 
‘momentum shortly after Marcos de- 

red martial law in September 1972. 
a.dshing aside criticism from the 
nationalists (who would rather see 
Filipinos benefiting from local business 
opportunities) and using extraordinary 
powers, Marcos eased all restrictions on 
foreign investment and gave guarantees 
on repatriating capital. 





-AA Philippines, which monitors capital 
“remittances, direct foreign-equity in- 
vestments rose steadily from US$20.35 
million in 1972 to a peak of US$397.8 
million in 1981, then slipped gradually | 
żin the next two years. During the finan- 
cial crisis of 1984, only US$192.86 mil- 
lion was registered. 
.. Central-bank data on foreign invest- 
ments for 1985 are not out yet, but a 
: Separate tally by the Securities and Ex- 
change Commission (SEC) shows that 







; new foreign equity in newly organised 
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„enterprises surged ahead by 12 
P54. 4 million eer 9 million com: 






was sp ' Ébably that of c car r assembler Ford 


"We k do estic demand cut manufactur- 
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equ 3 isting ¢orp6rations, which 


ES Brew P1. 44 billion i in 1985 from P912 






| additional o ei was “mainly 
3 due to rest ofi! 
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: i Dy Tor 
o their local operations asforeign 
exchange. remained difficult to secure 
for imports during this time. 

Data from: the central bank also 
show that of the total direct foreign 
equity investments of US$2. 73 billion as 
of 1984, some US$1.34 billion repre- 
sented cash investment. while US$419.9 
milion came from unremitted di- 
vidends and profits. Another US$27.8 
million represented raw materials and 
| US$93.7 million was loans converted 
into equity? which was resorted to by 
| most foreign firms at the height of the fi- 

nancial crisis in late 1983 to the early 
part of 1985. 

The bulk of US investments may be 
traced to the parity-rights agreement 

between the Philippines and 
othe US until 1974, under 
which businesses from 
either country enjoyed 
ual treatment as nationals 

both. Of the country’s 





150 have American equity 
including 70 wholly or 
nearly wholly owned sub- 
' sidiaries). 
—. Central bank data tend to 
= belie claims that foreign in- 
'vestors come to the Philip- 


. REVIEWDIAGRAMEY Andy Tang Pines to take advantage of 
Around 170 corporations formally de- 


government incentives. Of the total 
foreign equity at end-1984, some 53.995 
was placed in areas were there were no 
incentives. On the other hand, jndus- 
tries that are granted tax exemptions 
and credits on duties for materials they 
bring 1n accounted for only 35%. Ex- 
port-oriented investments accounted 
for 14.2% of the total. 

Nonetheless, economists point out 
that many of the businesses set up with 


foreign capital came here to avoid the | 
tariff walls erected to protect domestic | 
the import-substitu- | 
tion era of economic development in the | 





industries du ring: 








1950s and mid-1970s. The multinational 
corporations, according to the favourite 
argument of the nationalists, set up 
mainly consumer-goods industries that 
received protection from imports, but 
failed to expand into upstream inter- 
mediate- and capital-goods production. 
That episode in Philippine industrialisa- 
tion efforts left scars in the form of idle 
plants throughout the country. 

Are foreign investments dominating 
the Philippine economy, as critics 
claim? Of the combined revenue of 
ae billion recorded ney the country’s 





1, 000 largest corporations | 
in terms of revenue, about | 





companies S garnered 67%. Profit | 
riation, though regulated by the go: 
ment until late 1985 owing to the fir 
cial squeeze, was estimate = 1983 
around 1155 of total invested equity 
Comparing this level of E t 
riation against the current cost ¢ 
rowings, foreign equity investment 
pear more desirable than. loans. 
eources of development funds, 
oreign firms operating i 


F pines are often criticised. 
large users of scarce dome 
(despite the large resource bas 
portray at the time they are set u 
for bringing with them technok i 
is sometimes obsolete or 
to local conditions. It is alse 
tain economic distortions that res 
some government policies can be 
buted to foreign-investment patte 

A recent study by economists : 
sociologists at the Third World S 
Centre illustrates how certain” 
Japanese investors in the F 
banana industry have used their: 
influencing political and ee 
policies after acquiring private a 
lic lands — at times through c 
allegedly with government. 
Other studies also point out th 
multinationals have indeed 
changed host countries by underpr 
exports and overpricing imports to 
profits, and therefore tax liability, 
side the host countr | ; 

The dehate i is na 2n NE y tex Qongsboasés 
Nonetheless, development neec 
Philippines will continue to ree 
participation of foreign capital. 
SEC listed a total of 1.031 forei 
porations operating in the Philip 
of end-1985, as well as 310 r 
headquarters of multinationals in 
ila. These regional headquarte : 
pay any tax but are required tos 
least US$50,000 in the country f 
operations. 

Caltex (Philippines) Inc. a 
to be the largest foreign-owned o 
tion in terms of revenue. Its sales i i i 
(latest available data) amounted t 
some P17.97 billion, exceeded on! v b 
that of state-owned oil marketer Pe 
rophil Corp. which grossed P 18.84 | 
hon. The only other oil company wit 
foreign equity is Pilipinas Shell Petro: 
leum Corp., which is the fifth largest in 

sales. Other US c is which used to 
operate in the cow duded Mobi 
Oil (which pulled out in 1983), Esso and 
Getty Oil. 

The oil firms started out as market- 
ing outlets for various petroleum pro- 
ducts processed elsewhere by thei 
ent SUEDE In the 19305, whe 
Philippines banned the import of; 
some of these firms put up r 
plants in the country. Declines: 
sumption of imported petrole 
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Aberfoyle 
(Australia) 


ducts 4... most 1kely lead to the with- 
drawal of one of the two remaining for- 
eign oil firms. The decline in the market 
for oil products has been brought about 
by the continuing development of indi- 
genous energy resources. 

In the automotive industry, the same 
story has been unveiling: the small mar- 
ket for cars and other vehicles has 
forced out such multinationals as Ford 
Motor and Chrysler. Out of the original 
five members in the government's Pro- 
gressive Car Manufacturing Programme 
(launched in 1973 to attract foreign in- 
vestors and to stimulate local ancilliary 
industries), only the Japanese-owned 
Carco Inc., which assembles Mitsubishi 
vehicles, remains operational. General 
Motors Pilipinas Inc., the local unit of 
the US automotive giant, is in the pro- 
cess of winding up operations owing to 
the small market and to what are consi- 
dered unfavourable government 
policies towards the industry. 

Foreign equity found its way into the 
mining industry following the rehabili- 
tation by an American tycoon of gold- 
producer Benguet Corp. in 1913. Owing 
to the continued weakness of mineral 
products extracted by the local mining 
industry, however, the exposure has 
faded in recent years. Benguet itself was 
taken over by Filipino interests in the 
early 1970s. 

In banking, a number of foreign 
groups are currently looking into the 
possibility of buying into some of the 
medium-sized commercial banks, par- 
ticularly those that had been taken over 
by government after hitting problems 
following the financial crisis of 1981. 
When the banking sector was initially 
opened to foreign investment in the 
mid-1970s, there was favourable reac- 
tion from foreign institutions. How- 
ever, because of differences in basic 
business culture and philosophies 
(many of the banks they bought into 
were family-owned), many of the tie- 
ups did not last long. 

Among the major foreign interests in 
the Jocal financial sector are: Chemical 
International Finance Co. (which owns 
12.595 of Far East Bank & Trust Co.), 
Bank of America (40% of BA Finance 
Corp.), Chase Manhattan Overseas 















Company Period 


Bangkok Bank 


Nomura Securities | Y 30 Sept. | Y 110.9b 
(Japan) | (US$548.2m) 


Alcoa of: - Y30Dec. | A$46.6m 
Australia (US$32.6m) 


Y30Dec. | A$3.58m 
(US$2.5m) 


Y = year-ended. — *Year-earlier total was A$28m. 
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QU mm. CHEN jd 
Ford car plant: small local market. 


Banking Corp. (39.8% of Philippine 
American Investments Corp.), J. P. 
Morgan Overseas Capital Corp. (2076 
of the Bank of the Philippine Islands), 
Bank of Tokyo (5.4% of investment 
house AEA Development Corp.), and 
Standard Chartered Bank (1.5% of Pri- 
vate Development Corp. of the Philip- 
pines). 


here are also 29 offshore-banking 

units, which in mid-January were au- 
thorised by finance officials to handle 
dollar remittances which were previ- 
ously exclusively in the commercial 
banks’ domain. Offshore banks operat- 
ing from Manila had been in limbo since 
the financial crisis of 1983; at least four 
are rumoured to be preparing for a pull- 
out, though industry experts point out 
that the projected economic recovery 
this year may again perk up this sector. 

Opportunities for foreign invest- 
ment in the Philippines remain attrac- 
tive, though there are several areas 
where improvements could be made, 
according to many investors. Appa- 
rently the most important concern for 
them is a stable and predictable policy 
framework from government. Investors 
are often caught ina dilemma when gov- 
ernment policies suddenly shift without 
prior consultation. 

Among the major policy shifts in re- 
cent years that continue to pose prob- 
lems to foreign capital is the move away 


COMPANY RESULTS 


% change 
Y 30 Dec. | Baht 1.43b —11.1 n.a. 
(Thailand) | (US$53.8m) 


Y 589.6b 








A$1.16b 
(US$811 .2m) 


Dividend 
(prev.) 
Assets rose 1.8% to Baht 260.9 billion; lending up 
2.8% to Baht 199.7 billion. 


Recent improvement in aluminium price and further 
N. American plant closures should reduce world 
oversupply. 





from inward-looking import-substitut- 
ing industries to export-oriented ven- 
tures. Particularly hurt by this move are 
certain capital-intensive manufacturing 
companies which had established ope” 
ations mainly on the basis of the dom 
tic market. 

The government has delayed (from 
January to March) the final stage of a 
tariff-lowering programme that will ex- 
pose local industries to various imports, 
including non-essential goods. De- 
signed to force local industries to be- 
come more efficient, the programme 
will lower import tariff rates from an 
overall average of about 50% in 1981 to 
about 25%. Affected industries are 
pressing for a longer delay to help them 
adjust to the current economic slow- 
down. 

Foreign investors also look towards 
an equitable system of justice that will 
not discriminate against foreign busi- 
ness. In recent months social and politi- 
cal considerations have become major 
factors: in labour disputes, leaving 
foreign businessmen confused as to 
what the law really is in certain cases. 

But the loudest cries are still over ` 
issue of government involvement 
intervention in business. While officia. 
have insisted that government involve- 
ment in business is limited to initiating 
activity in selected sectors, such activity 
now extends to areas where private cap- 
ital is already buoyant. oO 
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agreed o release th nal fonai et the 
Ace of inquiry into the M$2.5 bil- 
lion (US$1 billion) Bumiputra N laysia 
Finance (BMF) loans. scandal. A 
cabinet meeting on 22 Januan agreed: to 
the tabling of the full report in parlia- 
ment in March, along with a White 
Paper Juro by Finance. Minister 
Daim Zainuddin to "explain certain as- 
pects of the report which are unclear." 

Release of the report with its con- 
tents protected by parliamentary 

vilege will finally allow public debate 










Malaysia's largest financial debacle. 


“Ahmad Noordin, chairman of the BMF 
committee, forced the government's 
hand by. taking up Prime Minister 
Datuk Seri Mahathir Mohamad's assur- 
ance that the government would release 
'the report as long as someone was will- 
ing to take responsibility for any ensu- 
ing libel suits. 

In Malaysia's New Sunday Times of 5 











January, Mahathir had been reported as 


saying in the context of libel action: 
"The report can be made public but 
someone has to take the responsibility. 
The ball is now in the court of the com- 
mittee if it wants to take any action.’ 


- Inamemorandum to Mahathir on 1 E 
January, subsequently released to the 


press on 16 January, Ahmad Noordin 
cand. lawyer C hooi Mun Sou told 
‘Mahathir that they would accept this re- 
pases The third er of the 


m amoena re reser 
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port as it belonged to BMF's 
Bank 


now-dissolved committee, accountant 
i Ramli Ibrahim, abstained. Ramli later 
|| explained that he felt he had neither the 
authority nor the right to release the re- 
s parent, 
Bumiputra “Malaysia Bhd 
(BBMB), which set up y the committee. 








1983, revealing unusually large loans to 
three Hongkong borrowers: the now-de- 
funct Carrian and Eda groups and a prop- 
erty developer. During its two-year in- 
vestigations, the committee had submit- 
ted one interim report — which Finance 
Minister Daim Zainuddin made public 
on 2 November 1984 — and six confi- 
dential briefs to BBMB. The final report 
in question was completed on 8 Decem- 
ber, and submitted the following day. 


Sg then, pressure on the Malay- 
sian Government to release the 


document has escalated. With Ahmad 


Noordin and Chooi’s assurance that 
they would assume responsibility, the 
only factor standing between the BMF 
report and the public apparently was 
permission from the BBMB. And as ul- 
timate shareholder of BBMB, the gov- 
ernment could direct its release, said 
Ahmad Noordin in the memorandum. 
Apparently infuriated, Mahathir took 
Ahmad Noordin to task on several 
points, including the release to the press 
of the contents of his *personal and con- 
fidential" memorandum. 

Mahathir charged that the commit- 
tee had not interviewed people named 


mM———————————— ————————————————  ——— 


‘ame to light in 


-dins earlier observation the 










some information. iti is m 
chose not to seek them, 
in his open-letter reply to Ahr 













mittee was not authorised to subpe 
witnesses since it Ww as not a royal 
mission of ded "It is oby ius 
various people whose names apr 
your final report would have 
submitted to being interviewed E 
But you chose not to invite them," sz 
Mahathir. | 
Mahathir also informed Av 
Noordin that if "damage is done t 
credibility or creditworthines 
BBMB as a result of publi 8 
port, ° ‘the bank will be 'p 
suing you [Noordin] for dama es. 
Mahathir's reaction was perh 
the more heated as he had j 
nounced after a meeting of hii 
Malays National Organisation su 
council on 13 January that the cz 
would decide whether or not t€ 
the report public at its 22 Jane 
ing. But in his iüeraorandun d 
Noordin explained that the 
had prepared the various reports 
briefs with a view to enabling. t 
ports to be published, while the 
were kept confidential. 
Adding further to the pressure, 
public-interest groups, labour um 
and opposition parties, in a rare, € 
certed action, signed a joint memo: 
oum addressed t to Mahathir & 













































uty [steven of f the DE 
sian People's SEI Parts 
court order that the document t 
public. Acting in his capacity as 
count holder with the BBMB, I 
named BBMB and the Malaysiar 
ernment as defendants. « 
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OKYO: Trading was quiet in the holiday-short- 
ened period to 20 Jan. The Dow Jones Average 
limbed down from its New Year summit to finish 
t 12,952.05 points. Daily trading averaged a poor 
12.2 million shares. Wall Street’s steep fall con- 
nued to depress Tokyo buying, and even hot 
omestic issues performed modestly. Investors 
cautious, but high liquidity sustained the 
arket. Blue chips were down and analysts said 
they had bottomed. Investment trusts did some 
uying but not enough to lift prices. 








ONGKONG: The market ended the usd with 
harp sell-off of property shares, apparently 
purred by a report that the demand for small resi- 
ential flats (which had been instrumental in the 
perty- market recovery in recent months) 
otild be lower in coming months. Share prices 
so reacted to rumours that China's leader Deng 
ping. architect of the country's economic 
odernisation (which has benefited Hongkong 
through increased trade), was ill or had died. À 
inese Foreign Ministry spokesman later denied 
the rumours. Local interests, rather than foreign 
institutions, predominated during most of the 
period. Utility issues rose somewhat during the 
tst few trading sessions, after declines in the pre- 
ous period. The Hang Seng Index ended the 
?riod down 23.79 points at 1,775.82 — a 1.396 





KUALA LUMPUR: After the boost to volume in 


the previous period from Duff Developments. 
purchase of 15 million shares in MBf Holdings, 
the market reflected a marked change of pace and 
the average volume of shares traded was nearly 
halved to 75.5 million. Fraser's Industrial Index 
sed 129.02 points down to finish at 2,328.10 and 
total value of shares traded was M$41.25 mil- 
| (US$16.9 million). Mechmar Bestobell made 
debut on the exchange on 17 Jan. and finished . 
-day at M$1.40, 40 M cents above its offer 
e. Analysts attributed this poorer-than-ex- 
d performance to continued market disquiet 
the Pan-Electric affair. 


RE: Trading volume picked up slightly 
tds the end of the period but it was clear that 
arlier momentum gained by the resumption 
ading on “ready” terms had already petered 
. Fraser's Industrial Index closed 213.01 down 
inish at 3,354.24 as bulls lost their nerve over 
Outcome. of the Pan-Electric crisis and its im- 
ons for stockbrokers. Overseas institutions 
ut for further bargains so that blue chips suf- 
as well as the more speculative Malaysian- 
ed industrials. Average daily trading volume 
s down at 8.11 million shares and the market 
5.97% overall. 








JA: Sharemarkets advanced into record 
ory on surging gold prices early in the period, 
lped by takeover activity. The All-Ordinaries 
Index ended 14.5 points stronger at 1,065.6 — sur- 
passing a Vp b du set in October. The mar- 
hh to worse-than- 
:8 ond ud 







: s VE New Year highs gaye way to iilis causing most markets in 
ase in the period to 20 Jan. Singapore and Malaysia were the biggest losergin n the 
elopments in the Pan-Electric crisis. 


| 









14 Jan. Gold stocks' big gains were w 


when the metal's price fell, but the sectoral index eb 


finished the period 15.8 points higher at 1,562.6. 
Takeover activity accelerated, with Adelaide 
Steamship raising its stake in McPhersons, and 
Ron materi s [EL making a bid for North Bro- 
ken Hill Holdings (NBH) at A$2.50 (US$1.70) a 
share. NBH shares ended the period at A$2. 85, 
suggesting that Brierley will make a higher bid. 


NEW ZEALAND: The easing in the market which 


appeared late in the previous period gained 
momentum this time around, with the market fall- 
ing 3%. The mid-period fall by the index, of 50 
points, was the largest decline in the index in its 
29-year history. The market's fall was the result of 
buyers; retreating, rather than selling pressure. 

Private investors continued to dominate trade, 

though institutional support in most market lead- 
ers appears imminent. 


BANGKOK: Prices on the Securities Badin of. |f: 
Thailand edged up in higher turnover. Most issues .|- 
moved in a narrow band during the period, with 
buying support for cements helping to push the $ 


market index up. Lingering doubt over the in- 
crease in taxes on interest on term deposits con- 
tinued to keep many on the sidelines. At the end 
of the period, the Book Club Index was stagnant 
at 122.49: declines led advances 20 to nine. Top- 
| ping the gainers was National Finance Securities. 
The hardest hit was Nakornthon Bank (formerly 
named Wang Lee Bank), losing Baht 31 
(US$1.20) to close at Baht 184. Large losses were 
also experienced by Thai Iryo and Siam Citizens 
Corp. Several direct transactions helped. push 
total turnover to some Baht 285. 4l million. 


TAIPEI: The partes dana slightly on a wave of 
POr taking, with the weighted price index down 
5.96 points on the period to 848.68. Continued 


high levels of investor interest kept volumes up, 


with daily transactions averaging NT$1.7 billion 
(US$43 million) for the period. 


MANILA: Mining issues continued their domina- 


tion of activity in higher turnover, but gains were 
pared after mid-period peaks. Average daily turn 





over amounted to P3.24 million (US$171. 428). 


up 10% over the previous period's average. 


Manila mining and commercial-industrial Inds. 
cators made gains of 6.27 points and 0.92 of a. |} 


point to close at 764.65 and 166.41, ESPE OVEN: 
The oil marker fell 0.30 to 0.829. 


SEOUL: Losers outnumbered gainers as the mar- 
ket went through a profit-taking phase. The com- 
posite index fell 3. 36 points to 156.57 with average 
daily trading volumes plunging more than half to 
16.097 milion shares. 
analysts take an optimistic view of the future be- 


cause of the high level of liquidity prevailing anda. 
general upbeat mood regarding prospects for the © 


economy in 1986. Pharmaceuticals led the fall, 
down 14.93 points, followed by fabricated metals, 
off 10.65 points. Samsung Semiconductors and 
.Felecommunications x was one Of the few gain 


Despite the setback, | 
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! Just ^u A 
The People’s Reppblic 
China Year-Book 1985 


All the information on China you'll ever need in a single volume . . . 
















The People's Republic of China Year-Book 1985 is without 
doubt the single most complete reference work ever 
produced about China. Its contents range from the land 
and its people to business, economics, finance, culture, 
education, politics, science and technology and countle 
other subjects. 

What is it? 

The result of thousands of man-hours, the People's 
Republic of China Year-Book 1985 was written and edited 
by The New China News Ltd., a group of dedicated 
professionals who know China intimately. The result is a 
book of unmatched breadth and depth. 


Who needs it? 

Completely indexed, the People's Republic of China 
Year-Book 1985 places thousands of facts and bits of 
information at your immediate disposal. The book is 
essential to businessmen, financiers, students, professors 
and virtually anyone with a need to know or a keen interest 
in China of today. Liberal use of charts, maps, tables and 
colour photos makes the book enjoyable as well as 
informative reading. 

How to get it? 

Order your copy(s) now by simply completing the coupon 
below and returning it together with the indicated payment 
of US$84.95 (or the equivalent in local currency) to the 
indicated address. 
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Hard Cover 780 pages 


Clip and mail this coupon today! Send to: 


Circulation Manager, Far Eastern Economic Review, G.P.O. Box 160, Hong Kong. 


Please send ........... copy(s) of The People's Republic of China Year-Book 1985 for which I enclose 
US$84.95 per copy. For surface mail delivery add US$10, for airmail delivery add US$25. 
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A’ Veng lowered his head and talked 
quietly as he remembered the last 
time he saw his former boss, the late 
Neil Davis, in Phnom Penh. “Neil was 
crying. He told me to take care of my 
family. Then he got into the helicopter 
and flew away.” 

The day was 12 April 1975. The 
E the US Embassy compound in 

hnom Penh where Americans and the 
lucky Khmers were being helicoptered 
out of Cambodia five days before the 
Khmer Rouge stormed into the capital 
to complete their takeover of the coun- 
try. 

An Veng, now 50 and one of 
thousands of Khmer refugees living 
near the  Thai-Cambodian border, 
worked for five years in Cambodia as 
Davis' driver, translator and soundman. 
At the time, Davis, an Australian, was a 
celebrated correspondent and film 
cameraman for Visnews, and also in the 
last year before Khmer Rouge take- 
over, the REVIEW's stringer in Phnom 
Penh. Later, after the fall of Saigon on 
30 April 1975, Davis worked for the 
American network NBC from 
Bangkok. It was in the Thai capital on 9 
September last year that Davis and his 
soundman Bill Latch were killed when 
tanks taking part in an abortive coup 
opened fire in the area where they were 
filming. 

That is where the similarity between 
this story and that of The New York 
Times correspondent Sydney Schan- 
berg and his colleague/driver Dith Pran 
— celebrated in the award-winning film 
The Killing Fields — ends. Schanberg 
was reunited with Pran in 1979 after 
Pran had. managed to escape from the 
Khmer Rouge and make‘his way across 
the Thai border. Davis apparently over 
the years grew to believe that An Veng 
had been killed along with hundreds of 
thousands of other Khmers by the 
Khmer Rouge during their reign of ter- 
ror from April 1975 until they were 
ousted by the Vietnamese in January 
1979. 

In May 1983, when Davis was in 
Phnom Penh covering a Vietnamese 
"troop withdrawal" ceremony, he con- 
tacted a leading tricycle *cyclo" driver 
to ask him if he would try to find An 
Veng. He gave him some US dollars to 
give to An Veng whom the man did 
locate, but only after Davis had depart- 
ed. 

Sadly, according to his friends Davis 
only learned that An Veng had turned 
up on the Thai border on 7 September, 
two days before he died. It is not certain 
how he learned of this, but An Veng 
told the REVIEW that after he crossed 
into Thailand last April, he wrote sev- 
eral letters both to Davis and his old col- 
league Pran, now living in the US. He 
did not,know Davis’ address; he sim- 
ply wrote to “NBC, Bangkok,” and one 
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An Veng and An Meng; Davis: fate's bitter blow. 


of his two letters to him was regurned. 
It may have edh Pran who evéhtuallly 
informed Davis, and it was also proba- 
bly Pran who alerted international 
agencies to conduct their successful 
search for An Veng among the Khmer 
refugee camps on the Thai-Cambodian 
border. 

An Veng spoke to the REVIEW at the 
UN-administered refugee camp at Site 
2, north of Aranyaprathet, from which 
he was hoping eventually to be offered 
resettlement with his 18-year-old son 
An Meng in Australia. As he related his 
sad tale since parting from Davis, he 
readily accepted cigarettes, remember- 
ing aloud wistfully how Davis — known 
to his friends fondly as the heaviest non- 
smoker in the business — had con- 
stantly helped himself to 
his own cigarettes during 
their time together in 
Cambodia. 

After the Khmer 
Rouge takeover, An 
Veng said he and his fami- 
ly were forced to take part 
in the famous exodus 
from Phnom Penh. Like 


RODNEY TASKER 
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his colleague Pran, he told his new 
masters only that he was a taxi driver, 
never mentioning the foreign company 
which had employed him. “The driver 
for [American network] CBS told the 
Khmer Rouge that he had worked for 
CBS, and he disappeared 24 hours' 
later." 

The family were taken to the north- 
ern Cambodia province of Preah Vih- 
ear, where An Veng and his four child- 
ren — three boys and a girl — were 
forced to work in the fields and to fish. 
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One day, in June 1978, his three oldest 
children, two boys and their sister, were 
taken away by the Khmer Rouge and 
murdered. "They said they were too 
clever," An Veng recalled ruefully. The 
Khmer Rouge did not interfere with An 
| Veng “because I was a 
very good worker.” 

When the Kh 
Rouge were ousted 
January 1979, An Veng 
made his way back to 
Phnom Penh with his re- 
maining son and managed 
to get a job, again as a taxi 
driver. Although life im- 
proved, An Veng said 
that the new Phnom Penh 
government, the Hanoi- 
backed Heng Samrin re- 
gime, was “no better" 
than the Khmer Rouge, 
and he disliked the Viet- 
namese. “If you worked 
hard, they let you stay in 

| Phnom Penh. But if they 
thought you were not working hard, 
they would send you back to the coun- 
tryside." 

It was that threat of being banished 
to the fields again, and finally the fact 
that his son An Meng was about to be 
called up to join Heng Samrin's for 
that convinced him to flee to Tail 
early this year. He drove his taxi, wit 
An Meng, out of Phnom Penh along 
Highway 4 for the border. It took them 
five days to reach Nong Chan, then a 
Khmer People’s National Liberation 
Front camp just across the border near 
Aranyaprathet. Two days’ later the 
Vietnamese attacked, forcing them into 
Thailand, along with thousands of other 
Khmers. 

An Veng said he learned of Davis’ 
death while listening to a Voice of 
America report in a refugee camp: He 
was deeply saddened that after so many 
years, and having successfully managed 
to get out of Cambodia, fate should de- 
cree that he and his Australian friend 
were never to meet again. “Neil was 
very good to me,” he reflected. “He was 
a good boss, never saying no to me, or 
getting angry.” Now An Veng hopes to 
start a new life in Davis’ homeland — a 
fitting footnote to their story. 

— Rodney Tasker 


30 JANUARY 1986 e FAR EASTERN ECONOMIC REVIEW 


-—. 


UK.Unit Trust Managers of the year: 


Perpetual’s the top performer 


.. Perpetual takes The Observer’s 1985 Unit Trust Managers 
of the Year award. A richly deserved award. Its investment 


team - chairman Martyn Arbib, Bob Yerbury, Scott 
McGlashan and Martin Rasch - have been eee 
performance plums well for many years- 
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Unit Trust Managers of the year *. 

.. Over the year, every single Perpetual Fund has moved into E 
the black...Overthe last 12 months, the Perpetual Funds have Tm 
produced an average weighted performance of 27.7 per cent... par 
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— * MONEY MAGAZINE Dec '85 XA 
[5th Dec '85 Who is best of the biggest unit Managers? 
..awards for consistency to Perpetual... for achieving a place ai 
in the top five for all the years shown. (One year, two years, P 
three years, four years, five years and ten years.) Em 


I4th Dec '85 Daily Telegraph 55775 8: 


Please send me details (on the terms of wl 


In the eleven years since launching the Is an international unit trust based on the same = P ications willbe c nsidered { 
/ S M nno ' A : <A : ` : . lease tick bo 

Groups first unit trust in the United Kingdom, | immensely successful investment philosophy Voffsbccs Ciao Hand 10 1 

Perpetual has earned an enviable as the U.K. based International Growth Fund. | [ Offshore Emerging í { 

reputation . Launched on the 23rd January 1983, the Fund a 

i "a International (Growth Fund : ; a See Perpetual Unit Trust Managment (Jersey) 

for consistent invests in a wide spread of leading companies à Limited PO Bax 450: Norwich Enfoinifdb 

investme S iue fd (23.420 ` AE ST re a uu ee s 459. ch Un 

investment £20,000 ££ 3,52 from the world's principal stock markets. Church Street. St. Helier Jersey. 
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MEXICO / Mexico City 531-3028 e EUROPE / Belgium 02- 


DISCOVER 


NEW ELEGANCE: 
IN THE HEART 


For the business traveller and 
the vacationer who insist on the 
luxury of an international hotel and a 
convenient location, the Tai-Pan 
Ramada is perfect. 

500 rooms and suites lavishly 
furnished in rosewood; each with its 
own tea and coffee facility. 
Restaurants which serve a variety of 
local, Chinese, Thai, Japanese and 
Continental cuisines — delightful 
choices when you're entertaining 
friends or clients. 

And the most conducive places 
to relax in — Kangxi Lounge, 
24-Hour Cafe, Poolside Cafe, Health 
and Fitness Centre and Club 101 
Discotheque. 

For the businessman — an 
Executive Business Centre, complete 






ELEGANT NEW-VALUE OFFER! 


4096 discounts off room rates. 
Free, spouse and children under 12. 


PA: TIT 
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with secretarial and telex services. 
Convention facilities like the Plum 
Ballroom which can hold 450 people, 
four all-purpose function rooms. 

Still you'll discover more to like 
about us. Economically priced room 
rates. Impeccable yet unobtrusive 
service. And a central location in the 
business district, mere walking 
distance from Raffles City. 

‘The next time you plan a trip to 
Singapore, plan to stay with one of 
the world's largest hotel chains. Make 
your reservations at the Tai-Pan 
Ramada. 
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INTERNATIONAL HOTELS 


In Asia/Pacific — Beijing (1988), 
Brisbane, Cairns (1986), Colombo, 
Gold Coast, Hong Kong (1988), 
Kuantan (1986), Melaka, Seoul (1987), 
Singapore, Sydney, Tokyo (1987). 
Xian, China (1988) 





TAI-PAN RAMADA HOTEL 


101 Victoria Street. Singapore 0718, Tel: 3360811 
Telex: TAIPAN RS 21151 Cable Address: HOTAIPAN’ Singapore 


Member of the JACK CHIA-MPH GROUP 


RAMADA WORLDWIDE RESERVATIONS 


e ASIA/ Hong Kong (3) 7238855 e Kuala Lumpur (Malaysia) 414081 e Singapore 3360811 e AUSTRALIA / Melbeume (008) 222-43] e Perth 
325-1383 eSydney 02-235-3657 e CANADA/ Ontario and Quebec 800-268-8930 e Toronto (416) 485-2610 e All other Provinces 800-268-8998 e 
2185739 e Denmark (04) 300030 eGermany 069-234021 eUnited Kingdom 01-2355264 e 
France 1-42666203 e Netherlands 020-472919 e Italy 06-6569112 e Norway 02-418160 e Sweden 08-218101 e Switzerland 01-3020895 e 
FAR EAST / Tokyo (03) 2398303 e USA/Call USA Toll Free 800-228 2828 or 1-800-2 RAMADA Telex 484-509 


UTELL INTERNATIONAL or your nearest travel agent 











WWF Kojo Tanaka/BCL 


The 
Giant Panda 


needs your help 
to survive 


(ONCE every eighty to a hundred years the 
bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
thats bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 


But that's just one of the problems facing the 
Panda. 


To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discovér 
the reasons for its low reproduction rate, to 
study the problem of internal parasites — all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve the: 
and other problems has resulted in a unique ana 
historic partnership between WWE and the 
People's Republic of China. 

WWE has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves — Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF’s worldwide 
conservation efforts to save life on earth. 


But WWE needs money - your money. 
Please send contributions to the WWF 
National Organisation in your country or direct to: 


WWE International, 1196 Gland, 
Switzerland. 


WWF | WORLD WILDLIFE FUND 


WWF acknowledges the donation of this space by 
Far Eastern Economic Review. 


Advertisement prepared as a public service by Ogilvy & Mather 
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Producer 


CE 


Entered by AM NTERNA 


THIS IS TO CERTIFY that the above Award was 
made after analysis and blind tasting in full International 
Competition and in accordance with the IWSC Index 
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CAMUS XO 
XO at its best 





If the IBM personal computer 
you've always wanted has been just 
out of reach, here's some very good 
news: the IBM JX is here. 

The new JX is a powerful 
IBM office tool incorporating some 
of the latest electronic technology. 
Technology which makes the JX 
more productive and less expensive. 

At the heart of the JX is the 
same 16-bit processor used in the 
IBM PC. But there is also new 
technology not found on any other 
[BM personal computer. Like 
3.0-inch disk drives that are more 
compact, more convenient and 
more reliable. And high-density 
chip components that make the JX 


trim and compact — to look good 
on your desk without taking it over. 

You will start to enjoy 
improyed productivity from the first 
day. À broad range of easy-to-use 
JX business software speeds 
everything you do at your desk — 
writing, planning, filing, graphics, 
bookkeeping. In addition, you 
can choose from hundreds of other 
programs written for the 
IBM PC family. 

As you discover more ways an 
IBM JX can help, you can add 
powerful hardware options to 
expand its capabilities. You can 
plug in more memory, disk drives 
and peripherals at any time. 


Ea l i 
sLittl- Tramp character licensed by Bubbles [nc., sa. IBM isa registered tragemark of the International Business Machines Corporation. 
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personal compute 
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A powerful office solution 
and the lowest-priced 
IBM personal computer. 
of them all. 





Power, flexibility, superb soft- 
ware and a surprisingly low price. 
Now you've got all the reasons you 
ever needed to own the IBM 
personal computer you always 
wanted. 

See the IBM JX personal 


computer at your 


authorised IBM 





^ 


